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COMMUNIST CHINA 


THE PROBLEM, 


To snalye Chinese Communist domestic developments and external relations 
during the perlod of the First Plve Year Flan (1953-1057), amd to estiraate prob- 


able trends during the next five yeara, 


CONCLUSIONS 


1. We believe that fhe Chinese Comm 
mat abliity to exercise firm and effective 
control of raainland China will continue, 
‘The leaderaliip of the party continues to 
demonstrate cohesion and determination 
and, ai the same time, a conalderahle 
depres of flontbility, It 1a aapported by a 
party membership of about £3 million 
and combrols a large and efficient military 
and public security apparatus. We be- 
lieve that the death or incapecttation of 
Mao Tse-tung would not endanger the 
regime's control of the commiry, although. 
ibmight complicate the achleving of soma 
objectives and reduce the party's policy 
fledibility. (Poros. 43-d6, 6608) 

2, The regime spparently has made con- 
aiderable proprete in Hs efforts to recast 
the traditional structure of Chinese go- 
ciety in the Communist mold, thas col. 
leotivized almost all the peagants and has 
virtually mated privala ownership in 
industry and commerce, Althoigh the 
Chinese people have tlewed with favor 
aome of the regime's achievements, the 
regime’: stringent curtailment of con- 





sumption and the constant pressures to 
conform and to work harder have pre- 
yoked much dissatisfaction and disillu- 
slonment, especially among the peasants. 
The party's experiments during the past 
two years to gain wider popular support 
hy admitting problems and auoirnging 
their distugsion—tha “letting 100 flowers 
bloom and diversas thoughts confend” 
progrem-—~bas been sharply cut back. 
{Paras 272) 

8. Ty ite atforts to elicit a more positive 
popular response, the regime, because of 
its detarmination ty achieve rapid indus. 
trialization, will have little te offer in the 
way of material inducements Dissatis- 
factions and cecagional popular outhtrsts 
will contiziue, especially among fhe peas 
entry and certain minority groups, but 
we believe the net effect on the reghne’s 
programe will be ne more than a com 
plicating or retarding one. Most Chi- 
nese, congcious ef the regline’s power and 
seeing no alternative, wil prokably con- 
thawe te aequissce in Communist rule, 
(Paras, G&-70 } 


cal i- 








4. The Chinese Communists achleved a 
high rata of eeonomle growth during 
theit First Five Year Plan (193-57), 
demonstrating thelr capability to mar- 
hal resoutees for investment despite the 
hackeward nature oftheeconomy, A vital 
factor in theit econontic program waa the 
assistance rendered by tha USSR in ax 
panded trade, eredits, and technical aid. 
Starting from avery small base, the aver- 
age anual rate of growth of industrial 
output was about 16 percent, bub idus- 
trial output at the end of 1957 wag ttl 
amall compared to the industrial output 
of Japan or the UK. Agricultural out- 
put was adequate to meet basic needs, 
but its expansion fell far short of that in 


other gextors of the economy. (Paras. 


1~ah} 


8, During the newt five years, the regime 
will have to cope with diffleult esononile 
problems stemming from the forced pace 
of industrial developiient, However, the 
basta problems will continue to be the race 
between population growth and food pro- 
duction. ‘The Chinase population Is now 
probably abort 640 million and increasing 
at about 202.5 percent per year; agri- 
cultural output during the next five years 
will, ab beat, probably nob exceed the 4 
percent per annum incteasa achleved 
during the First Five Year Plan, In the 
event of a guries of bad erep years and of 
widespread lack of cooneration among the 
peasants, the regime would face grave 
difficulties. However, evan in these cir 
cumstances, the regime, hetause of ite 
control apparatus, probably could raain- 
tain itself in power and, ab the same time, 
maintain Industrial growth, although at 
a taduced tate, (Parag. 54-57} 


4. We believe that Communist Ching dim 
ing the next five years will probebly be 


ghle to malnteiti a rate of economic 
growth roughly comparable to that of the 
past five yeas, By 1O02ite Gross Nation- 
al Product-will probably be on the order of 
US. $86-87 billion, as compared with US 
$46 billion in 1937. ‘The contribution of 
the industrial sector will probably have 
inereaeed to about 26 percent, as com- 
pared ta ghoul 19 percent in 1967, (Parma. 
52, 53, and 59) 


%, Commamist China’s military power in 
the Far East will bulk even larger by 1082 
than it dees ab present, The army will 
probably be somewhat smaller, but if will 
be better equipped and more mobile, The 
alr foree and navy will have inereased in 
size and effectiveness. The Chinese Com- 
tinist armament industry, with Soviet 
technological assistance, will probably be 
able to mest moet, Hf not all, army re- 


quirements for small arma, artillery, 


transport, and amtamition. Shipbuild- 
ing and aircraft production will probably 
have increased conmidarably. Meverthe- 
jess, Commimist China will still he de- 
pendent on the USSR for heavy and com- 
plex military equipment and for many 
components. (Paras. 7170) 


g. Although Communist China will. al- 
most cortainly not have developed a mis- 
alle or nuclear weapons production capa- 
bility of its own by 1083, we believe that 
the Chinese Communisie will preas the 
USSR for such advanced weapons, By 
that time the USSR will probably have 
provided it with some varieties of missiles 
and other weapons adaptable to nuclear 
nee, but with non-nuclear warheads, Un- 
less barred by an effective international 
agrecinent, the US&R may introduce nu- 
clesr weapons into Communist China by 
1962, although they will almost certainly 
yemain under Sovieb coniral. Tn any 
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avent,. even though nuclear warhenls 
were not deployed in Communist China, 
they would be readily avaliable if Sino- 
Soviet interests required them, (Pure. 
fa) 

4, Communist China will almost certain= 
ly ramain firmly aligned with the USSR. 
Feiping will contitime to acknowledge 
tfascow as the leader of world Commu- 
nism, but aa Communist China grows in 
strength and stature, it will probably play 
an ineressingly important role in the 


“formulation of general Bloc policy. Al- 


though there will almost certainly be 
some frictions, these ara unlikely to ini- 
pair Sino-Goviet cooperation during the 
period of this estimate, Paras, 75-23) 


10, it: its efforts to reduce and eliminate 
Western influence in Asia, Communist 
China will probably primarily by 
non-military means, Ite foreign policy 
ill probably displey more initiative and 
angertivencss, while continuing fo erm- 
phasive coexistence and a readiness to in- 
crease acononde avid political relations 
with other states. Without eormpromis- 
ing its shand on baste lasues, Communist 
China will continue to portray itself ax 
willing to reach a rapprochement with 
the US, At the same Hime, the Chinase 
Communists will almost certainly con- 
tinue theit subversive efforts throughout 
the Far East, ‘They will almost certainky 
continue their efforts to undermine the 
will of the Nationalists on Talwan, and to 
dincradit them internationally. They will 
probably nist resort to overt military ag- 
geaagion ag long ad they believe it would 
involve them in military action with the 


Offshore Islands mmy become mor: ag- 
gressive, a decision to initiate military 
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setton to geize these Islands would prab- 
ably be contingent on an estimate that 
the US would not intervene militarily. 
fPoras, 38-00) 


iL. Japan will continue to be one of Pei~ 
ping’s most important targets, especially 
because there is a growing area of com~ 
petition between Communist China end 
Japan. Palpirig will continue to seek to 
reduce congervative strength and US in- 
fluence in Japan by exploiting Japanese 
fears of becoming invelved in a nuclear 
yar, any areas of friction with fhe U8, 
and Japan's eagerness to expand trade 
with mainland China, In pursait of 
these objectives, Communist China will 
continue to employ both concilatory and 
tovigh tactics, Trade between Commnu- 
nist China and Japan will probably in- 
crease, and Peiping will probably be able 
to gain at least quasi-diplomatia status 
for a, trade mmission in Japan, (Paras. 
93, 68) | 

12, Assuming a general continuance of 
present Bloc and Western policies, we be- 
lieve that intercourse between Commu- 
nist Ching and the Free World will in- 
crease coreiderably during the nexb five 
yours, This trend will probably invaive 
sided diplomatic recognition of Peiping 
by a number of states, but will occur 
whether ot not formal diplomatic ties are 
egtablished, It will also involve greater 
diffaulty in excluding Conmunist Ching 
from the UN, (Paras. 95-96) 


13. Tf Communist China continues its 
present international policy, we belleve 
that its prestige in Asia will continue to 
grow during fhe next flve years, This 
will occur whether or not additional coun- 
iries recognize Communist China, or it is 





admitted to the UN. But ft dees not 
necessarily follow that 23 @ result of in- 
cveasad prestige the Chinese Communists 
will be able to induce non-Communist 
Asian countries to adopt internal or ex- 
ternal policies desired by Communist 
Chine. Communist Chine’s future role 
in Asia will be determined to an impor- 
tant extent by developments in five fields, 
in varying degrees beyond the control of 
the Chinese Communists: 

a, ‘the course of eventa In the US- 
USSR relationship and in the broad as- 
pacts af the cold war. 

&. Developments within the Bloc seh 
aa specttadular scientific achievements or 
roajor political upheavals. 





aportT | 4 


. The extent to whieh local Conmau- 
nist parties, .g., those in Indonesia, Laos, 
and India, gain or lose political strength, 

d. The extent to which the growth of 
Commitinist China’s power gives rize to 
inerensed apprehensions among Asian, 
governments ag to Communist China's 
future intentions and thus causes them 
to take ineraasingly effective mmsatires 
at least to counter their own internal 
Communists, 

2, ‘The extent to which the US has the 
confidence and trush of non-Commmist 
Astan governments, and in tam helps 


‘these governments not only to resish the 


Corumtiniats, but also to meet thelr na- 
tional aspirations. (Para, 07) 


DISCUSSION 


L. INTRODUCTION 

14, The Chinese Communish regime during 
tie period of its First Five Year Plan (1993~ 
1057) mada conelderable progress toward its 
long-run gosl of transforming Communist 
Ching from a backward agricnitural country 
into an industrialized mation. With dasist- 
ance from the USSE, the Chinese Communists 
have achieved a high vate of Increase in thelr 
Gross National Product, and especially In the 
output of heavy industry, The imposition of 
Communist institutions on solely has pro 
coaded ab a rapid rate as a veault of the vit- 
ial elimination of private enterprise in, in- 
dustry, commerce, and agriculture, Thess 
domestia aettevaments and the growing milt- 
tary power of Communist China contributed 
to tis increased impact abroud, both in the 
Trea World and in the Commiurist Blo, 

is, At the same time, the forced puce of 
change has created internal sireses and 
strate whieh exe substantial and widespread. 
These afresses and strains have heen produced 
by the rigidities and represalina which sre 
essential features of Communist meticds and 
programs and which hinder the development 
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of general popwlar expport for the regina. 
They were inevitable in wew of The regime's 
efforts quickly ta mold the Chinese frit 4 
dizciptined Conmmanist sootety. Tensions have 
alse develotied out of the intervention, at ail 
levels of society and in all activities, of party 
workers wha have the power to command, bub 
who in most cases have inadequate training 
and experlence in their duties of supervising 


“the specitie edueatlonal, social, or econcrie 


organization. Moreover, the regime's efforts 
to testrict conaumiction it order to Increase 
investment have been felt partleutarly by the 
peasanta, whose incentive to produce has been 
reduced. Mevertheless, aa far ag we can Fee, 
Ehesa tensintis are Tot ctitical if the sense of 
thweatening the position of the Communist 
leaders et of belng likeky fo hamper produc~ 
Hon to the extent of setiously limiting tha 
further growth of the Chinese Conunanist 
eoOnony. 

16. The Chinese Communisla, after going 
through a period of pessimism engendered by 
the exomontle problems which came to a lead 
in 1956, now appear confident that they can 
sngintain a vapid rate of economic expansion 


4 


during the next five years. This confidence 
ix torntered by the extent of popular oritteisa 
of the regime an revealed by the recant but 
shartlived experiment in relaxing controls on 
publis dieenssion, by tre evidence that thera 
weg a growing separation between the party 
end the paogle, and by the widespread peas. 
ant diseatistactlon when collectivization failed 
to bring Increamed isame, The reginie’s oon- 
fidavica {s algo tempated by a more realistic 
eppreaietion of tha magnitude of ite esc 
probleme, parthualary thet of agriculture, 


1, DEVELOPMENTS DURING THE FERIOD OF 
THE PIRST FIVE YEAR PLAN * 


A. the Economy *” 


17, Tha Chinese Commiunisis, dering the 
period of thelr First Five Year Plan, achlaved 
a High rate of economic growth which com 
pores favorably with that of the Soviet Uuton 
ini ite Firat Five Year Plan (1980-1922). (fea 
Figute 1.) Tila progress was achiaved despite 
relatively crude end rudimentary Placing, 
sesulting fram such factors as the tosibed 
techricn! personnel, the lack of rallable and 
comprehensive ctatiziies, the backward state 
- of the economy, and the repid imposition of 
sdelal change. Although: the reaiine has made 
a pretense af prosecdinig acoorciing te ea over 
all fiva yeer plan, it has actuaily operated 
irom year to year on anscel plans aich haved 
genoraliy keen aimed of earvecting fhe ox 
pisees anid defects af the previous year. Nev- 
atttielesy, tha vegime demonsitated its capa- 
bility fo enubrol the economy aulicdently to 
timit eomaumption and to mahal teanurces 

‘Wee dgipandix A tor a micro deiatiod disevanion 
of Mise Birsh Five Year en, 

*Ohinese Commuantat ataltetice upon whieh the 
date eel aonlvens tbronmhont brs catimate ave 
bned. ote subject to tha same medaryatlons 18 
those of other Blee countries, inh to & eumnewniah 
gresies extent, In view of the inexperience on 
ihe yaxk of the seely ustablished Chinese Com-~ 
ittnivk abotletionl collection, syste, “thie Hex 
parlancs probably mesons for the malorlty of 
sith statistlesk defects as heave been noted, Cle 
fest Communist atalisting are the baste for the 
ergirot’a plannieg agai ae bollere aoa not, fy. 
Seterdl, witortprstented. 

?Zew mops for Commoniet Chisa's ralieoad ays 
tem and major ndustdal wed mining centers. 


for tnvestment, deaplte the backward nahure 
af Lie eccmamy aind the necessity of obtaining 
the funds for Investment tasgely irom fie 
agriquitieel sector, the culpat of whieh, flute 
fuated widely from year to veer. 


18, Starting front a small tate, tne average 
annual tate of growth of industrial output 
during the period was high, probably about 1é 
pereant. This arowkh was uneven, exceeding 
40 porvent in 1953 ond 1058, tak droppbge 
shargly in 168 and 1997, During the Ave 
year period, production of sues basic Hor a 
abeel mom: than tripled, while the oulput of 
coal, cleatric power, and cement mare than. 
doubled, Deeplie this oonsiierable progress, 
the Chinese Communist indestrial watpat ab 
the end of 1037 wag still emall eampared to 
that of Japan or the UK. (See Figure 24 

LY. ‘Yhe inevessed industrial output was to on 
inportant degree obtained from fie teson~ 
shrrction, expansion, and more inbensive mtit- 
antion of existing plant, allhough a consid. 
arable Investment was made in new plant, 
meh of which wilt come into production in 
{Oise The regime hes ditected about 60 
peveotih of Lotel investatent into the industetak 
sector and hous favored heavy over Nght in 
dastey oy about eight te one. Induatry be 
came mare diversitied with the addition of 
new plant, aud by the etd of tha geried pro. 
dnction faciiities for triuets, aed-poing shire, 
alreradé, and more complicated machine tools. 
were put into operation, although the Chi 
nese Communists ave stilt dependent on for 
elim soureae for many components. 


a0. The gtowth of industelal output wax re 
tarded by mneven. development among various 
party of the industeial soctor, which ranabbedd 
in serinus imbalances. The moat important 
at thess wea the ietlure af tha output of raw 
materials to keep in phas with the expansion, 
of tanufachuring capacity, especially in the 
muchine and equipment building industries. 
In ante eases, however, the daficieneias of raw 
materinis axosa fram the dificiiiies in devel 
oping natural roscurdas} for example, the re- 
gimme has been unable to develop autticient 
sources of crude ofl and anpper, nenasslble te 
existing railiines, to meetzaquirements, The 
ontpat of ight industry, dependent Jargely an 
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COMPARED WITH THOSE OF SELECTED COUNTRIES 








agriculbural raw materials, his not been auth 
clont fully te lilies preawat plant capaeity. 
1, Tachiiesl auslatanes from the Slee has 
been of paramount importance ta Comins 
China's industrializetion, The major indua- 
trial projents, aecourting for about 40 percent 
of tatal Industrial investment, were designed, 
supervised, and placed in initial aperation wy 
Soviet techniclane. In addition, Hise, largely 
Spyiet, advisors and wichtticians have worked 
with vikiaslly every ministry In the govern. 
ment and with many individual avtarprises. 
Tostrdclana have provided an-thuejob trait 
ing for Chinese workers and some 7.0) Chil 
nese have bean sent to the USSR for training. 
Sovieg blo technical data have been used on 
large acne. 
42, The growth of egeivultural output waa 
adequate to mest basic needs, but ite expan: 
sie fal] far short af thet in other sectors of 
the econamy, Serious natural calamities in 
193% and i866 and bumper crops in 1956 
caused wide fivetuations in output during te 
five pear peried. Moreover, produckion was 
adversely affected by the disruption and ean 
fusion which accompanied the zapid collec 
tiyigation of agriculture in Li and 186, 
Agricultural growth was alsa hempered as a. 
firaet resuik of the regime's decision to mint- 
naive etata tieveetinent in this sector and to 
depend on its ability to squeeze the bulk of 
apricuitutal investment funda directly front 
the samings of tha collectives, The large 
flood control and irrigation projects, under- 
taken ty the state, were not suiticiantly ad- 
yanted to inereass meatedaliy the acreage un 
dor irrigation, even though the amount spent 
exoosded the plan by BF percent, Further 
more, Stites investment In the chemical in 
dustry was Inadequate to increase substan 
tlaily tue avellabiity of chemical fertilizer, 
Tha inorenees fm grain and cotton production 
that were achieved were largely the nesalt of 
direct investment by the colleclives in email 
frrigation projects which permaltted an expan- 
sion of dauble-cropping, , 

93, Edonutiia progress ducing the First Five 
‘fear Hien, to an important extent, was de- 
pendent on the importation ot vital ima- 
shinery, equipment, and [idustrial ray miate- 
rats. Bled countries were Communist Ching’s 
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major trading partners, accounting for neurly 


78 parcent of tabul trade. There waa soite tn- 
crease in trade with nonCommunis} conn- 
cules, int this inoresse was limited to somes xr 
tent by Western trade cantrola, ‘The Chinese 
Communists were able to maintain an import 
surplue over the period 19hd-1857 as a whale. 
This wha made posible by Soviet credits, 
largely of a mnflitary maha, whieh accounted 
for about 14 percunt of totel imports, end, ta 
a lesen extent, Le renritieios from Overseas 
Chines, Howerds, during the periae, balance 
of payments presstred Incrested, Lrepite 6 
doubling of arports, imparts rose hy only one 
third, and the irade balance sbitted Jrara an 
tegor’ to an export surplus, This sniff re 
aubtect fren the extuustion of fereler: credits, 
tistinbing fordiga debt service, reduced Over- 
geag Chinese remittances, reduced Sevial a 
penditures in China after the force Wik 
drawal of 1088, and the Chinese Communist 
foreign ald program. (fed Figare 3.) 


, Despite this slim margin on which wey 
neve been operating, the Chinese Communists 
iitde & series of offers or grunts of eeuummit 
sid, ‘The fargunt portion of Chinese Comninu- 
niet foreign ald baa gone io other Conminist 
countries: grants in gota and services of 
S23 rafilion each to North Rorea and Marth. 
Welnam, 940 neiilion to Outer Mongalla, arul 
81.5 million te Hungary; and a low of $25 
milion to Humgary. Tn addition, tg nom 
Communist conics, Communist China 
has extered, granta totalling $55 millics, and 
hes cotended In late 1957 and early 1048 Inang 
iotadling an additional £32 million’ OF the 
total of ataut $210 million In granta and 
tina, Blo and non-Bioe, abouh 9690 milion 
ype actuelly byen expended by the end of 
1951 


‘Grants (in millong of Uae Cambodh, 224; 
Nepal, 12.8; Bayt, ach Ceylon, WTS, Loans et~ 
tended) (iy millifang of UES: Snelenesi, 11.2; 
Bume, 44; Yemen, 14 

“The loans end grants to Hise enanicles ware in 
gaun gurceney be Motkh Koren end Hori Wet- 
tye and in: gables te Mamesty. Wane ciate iave 
bean convarbed into UH dollar equivaionts at tha 
athe of Ad poate per TS SE and rubles <b 4 per 
Sa 01, The ue of the youndolinr excienge 
pee msg overstate considerably the yalue of ald 
te Nek Morea and Nosth Vielnaen 
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25, ‘The totel increase in GNP during the past 
five years has probably been. great enough to 
register an average annual growl in per 
capita output af five fo atx percent, even 
though the population expanded at an arer- 
age annual rate of about two percent, About 
45 percent of baa increase bt output appar 


- snvly wea channeled ints investment of gov- 


armment purchases of goods and services, 
While the remainder was abiorbed by af ine 
crease im personal consumption, probably 
move than threefitthe of this increase went 
to the non-aerienitural population, which 
comprigéd Jess than one-fifth of the popula. 
Hon, Ag a yesolt, per capita consumption of 
the peasant population wea probably improved 
little, If ary. 


26. The Jact that population growth has 
nearly kept pace with the increase in eericul- 
tural output has become a munbler of deep 
conaern to the regime, Duvtig the past five 
yours, the nutaber of mouths to feed has prob 
ably increased by some 65 millicn and now 
totals aboot B40 million, Aad 4 resull of im- 
praved sanitabion, : and public health 
mensures, better distribution of food, and the 
maintenance of peace within the country, the 
rate of ineresee of tha population haa prob. 
ality ripen actnewhat over the period of the Last 
five years, averaging aboub 22 percent, With 
ah averige annual inotesse in agrieutidral 
output during the past ive yours et abet 
threa pereent, tha margin of astety is very 
thin. In am effort to deal with this problem 
the tegime is developing programe which th 
hopes will, in tiny, reduce the birth rate, 


8, Reorganization of the Chinese 
Society 
7. The regime apparently made considerable 
progress int its efforts to recast the traditional 
gheuetare of Chinese soclely in the Commu- 
nist mold, These efforks sprang from. both 
Communist dectrina and from the pragmatic 
aned to establish a high degres af orgentia- 
fiom and contra’ in order fab a rele 
tively atoll group — the Chinese Communist 
Foriy—-cemild dominate the yash Chinese 
population. 
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58 Before 1095, the power of the landlords 
and well-to-do peasants which had been doml- 
nant in rural areas waa virtually diminated, 
Suberdinstion of pouth to thelr elders waa 
‘weakened by place the former in positions 
af responsibility, Women were given equal 
stating in aoclelhy. Through centralized con 
trol of all media af comuiunications and 6 
cadre network, the Communists wealtensd the 
aiew and reeionel loyalties whick still existed 
among many Chinese, The ragime sought to 
convines all Chinese that the welfare of the 
individual and of the family mush ba subordi- 
natet to the general good of the mation a a 
whole, 

8% Rives 1984, the rgime has intensified ite 
efforts ta reorganise traditional Chinese a- 
ciety. By persuasion, pressure, end, itt some 
instances, tarret’, the Communists Increased. 
their efforte te irapose the Communist way of 
Vife on tie intellectuals and the middle class. 
‘Tha most radieal changes in the old ways of 
lite during the past five years, however, re 
sulted from the regime's programs to socialize 
eli forms of avonomic activity, The suoress 
of these peograms was surprising because of 
the rapidity with whish the millions of peag- 
anise were shuffled into eollecttee groupings 
and business enterprises were brought ander 
government control. Sforegver, fhere were 
relatively few oubward manifestations of ie- 
slztanae, a4 leash initially, 

40. By the end of 1950, seelatization had wr. 
tually eliniiiated all private control of inaus- 
trist and commercial enterprises, The regime 
continued ba ulllize many fotinet owrie as 
managers and technicians, paylng them lqul- 
dation dividends whieh may be continied for 
a fow more years, It has alao introdured 
meaatuied designed to ineremsc party coxtral 
of management and Isbor. 


1. By the end of 1957, the Chinese Commu- 
pists claimed that «@ percent of peasant 
housholda were tn collective faems, and thab 
an, additional four percent were In coopern- 
tives, “The remaining smut fraction, except 
fre het mad certain othar avempied areag, 
had bean placed under the guidance cf the 
nearest collentivn, 


23. Although tha organizational phese of ¢ol- 
lestivization was quickly accomplished, the 
Conmunists have nob realized the major bene 
fite whioh they had anticipated. Despite an 
ineresse in the output of major tocd crops, 
the government's 1998 collection declined, in 
part heeause mony peasints discovered that 
even, in collectives they could clroumvent gov- 
ernment controls, especially when the ioeal 
eaves aidad with the peasants, Agrieulturel 
otitput was also adversely affected by the dis- 
lotalions wich accompanied the actual or- 
waninetion of the collectives, and by the dif- 
fieuitins whith were encountered in establish- 
ing effective management of the larger agri- 
fulpurad units, 

$3, The Communists also had t6 cope with 
Porsant didillusitement which beeane tn- 
creasingly apparent im 1907, Many peasants 
were ushappy beeatise their Incomes hed not 
inerensed aa promised, or because they had not 
been adequately remunerated for thelr con- 
tritution, of land and implementa. In, addi 
Hon to avadiing governctibnt efforts to procure 
grain, substental numbers of peasants with- 
dtew from collective farma, although mont of” 
them were forced io return. The higher 
txben incomes continued to abttact lange 
nunibere of peasants inte cities where unem- 
Ployment was already a eritival problem. 
Strong measures have been taken to force 
Hnese dissutinfied peasants to relurn heme, 
tut Eke problem sill exists, 


C. Problema in Eliciting Popular 
Support 


24, The regime's progress jn ohenging the 
form of Chinese sncleby apparently was not 
watched In the vealm of popular abtitatieg. 
The Chinese population as a whole appears ta 
have ambivalent feelings towsrd the regime. 
The regime hes had considerable euccess in 
ite efforts to foater a sense of common identity 
in the pupulation at large, in part heomuse of 
the groundwork of nationalist sentiment 
which fad bees stimulated by Gun Yabo 
and the Kuomintang, aud in park beceuas of 
ite own achievements, There hes probably 
teon a favorable responas to specific programs 
ach ag public health and education which 
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improve the lot of the individual, or road 
huilding, irrigation, and flosd control whet 
ave visible community improvements. There 
has probatiy ales been a faverable, bub less 
general, resporue to developments whith boost 
national pride such as the production of 
planes and tracks, bridging the Yangtze, and 
the intrested world prestiga of Communist 
Ching. 

45, Bat in most Chinese these affects have in 
varying degrees almost certainly been offset 
by negetive wactions to ottter sepects of the 
reginw, The intellectuals have been resential 
of the pressures to conform and the restric. 
tors au discussion. The whan workers have 
digiied the constant orders to produce more 
goods foster, the compulsory atbendance at 
jnntmereble Indestrination meetings in their 
free ttme, and the shortages of Gcmtinay 
soods, The peasants have been dissatisfied 
with the fallure of thebr personal incomes to 
rhe in propertion to thelr increased output, 
and ‘with the regiaantation of the collective 
system, In getteral, the régime hes made ilt- 
tle progress in gaining popular acceptance of 
thea Communist doxma or in substituting, as 
au incentive, the prospect of a future til- 
fortum in place of more feod and clothing 
for the present generation. Moreover, the ittw 
tensificrtion and centralization of vontrol 
have probably caused previously dittazed dig- 
wentent to be directed ageingt the cegime. 
But regerdless of dissatisfaction or Tesant 
ment, the Chins ate aware of the power of 
the regime and ace no allecnative; thelr ve- 
sparse to the regime Js, for the mosh part, 
one of acquiescence, 

24, To elicit. greaker popular auppork for the 
regime and to Improve tie effectiveness of the 
party organization, the regime undertook a 
yernburesome expariont in the sprig of LOGY, 
ft atimitted Ee exisbaned of problems, re- 
jaxed Teebrictiona on public discussion, and ins 
vited eriticiem of the operations of the party 
and its programs. Although sume elamsonts 
‘within the party were apparently opposed fo 
relaxing controls, Mao and other leaders 
seemed tesee many advantages, Public eritl- 
viem, in thelr view, might provide 4 safety 
valve, give the peopla a greater eense af par 
Heipation in party affairs, and create the tm 
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pression that the zegime was modifying ifs 
authoritarian procedures, They apparently 
fesred that tha party had tecome separated 
from the geaple, & weakness they bellaved had 
heen a principal cause of the outbursts in 
fiungary and Polarid. Moreover, public criti. 
clem, they theuglit, would reveal to the Jead- 
wre the weaknesses in the operaiiong of the 
party and provide the basis for corrective 
tieagtres, They must also have estimated 
that rule hy the Chinese Corsnvunist regime: 
had been generally accepted and that eritt- 
dims would be directed at the implemente- 
tion, of poliey rather than at the bask: char- 
acter of the ragime itself. 

37 Tiis program erew out of a largely tin. 
sieessstul effort in carly 1656 to create & more 
positive response to ite programa by a relam~ 
tion of domestic tensions and by promising an 
improvement in the harsh conditions of Hfe. 
However, the promises and incentives directed 
indijaily to the intellectuals, and later ex- 
tonded to the peasant and workers, felled to 
evoke a significant tesponar, and in the spring 
ef 1957 Mac broadened the seape of tne ib. 
evelizution policy. As part of the 1986 meas. 
utes, intellentials had been encouraged to de 
bate differences on non-political subj ectay Mao 
now encouraged the population im general ta 
particinate tn the grester Ireedom to discusa 
and extended the subjects of diacumton to the 
operation of the party and its pregrims, At 
the game time he Tormailzed his policy in a 
dostyinal statement which recognived that 
even in a Comuritinigt ytate There were contre. 
dictions in autlook bebween the leaders and 
tha people, atid within and between various 
groups. But these contradictions, he insisted, 
wera largely nor-antagonistle because of the 
disappearance of exploitation of one clasy by 
another, and, thersfora, could be resnbved by 
discussion and persuacion, rather than by 
favo. 

a8, fhe oubent amd intensliy of the oviticisr 
appears to have surprised the regio. if 
found that neither the Communist system, 
the party's monopoly of leeduruhip, nor the 
Soviet orientation had heen as fully necented 
in Ching aa it hed apparently believed, Sepa 
cially among the very intellectuals if had 
courted, “The regime's exitica wera mummers 


and came from many select groups, Including 
even the party. Thetr eriticisms almosh oct- 
tainty reflected the views of a body of opinion 
much larger than the reginie has admitted, 


$0, In June 1957 ihe regime reacted by ah- 
tagty oaiting off driticiam, atid Mao's con 
iradictions formula was rewritten to point 
pub cleazly the categories of Communist 
truth which ware above otiticiem, The ve- 
gime subsequently conducted an intenalve 
camnpwipt ngsingt ifs critics ad has dismiased 
somised “vightigts” from thelr positions, Tt 
has apparently not felt ib necessary to imple 
rent its somokimes exolicit threat of puna. 
ing ft orlticy on hateh “eodinterdeyola- 
Honary’ grounds, however, and the arring 
ots have been told that they will be given a 
ghence ta redeem. themselves, To counteract 
the orlticiam, the regime also launched @ 
meagaive campaign designed to convince the 
people of the muiperiority of the Communiat 
Eo Re. 

40, Nevertheless, the repime did nob dlsre- 
gard all oriticiam, and has taken steps to int 
prove the operation of the party and its rela~ 
Hons with the people generally, The regime 
has urged a continkation of public dissission, 
altinugh, es might be expected, the response 
has been guarded and concerned largely with 
detaly of atiministration and production, 
‘The party also continued the “rectificatlon” 
prograrn whith hed been leached as part of 
Aiao's original progzam and which secks by 
persungion and education to create comiorm- 
ity, Hghten dianiptine, corrent ertory, and [t+ 
invigorate the party. 


41. One major cource of difficulty within the 
party waa thab it bad apparently grown too 
fast fee troper indoctrination of members. 
Total party membership is ab present about 
‘13 million. About tae-tnirds of ite members 
had been recrulted since 1949 and shout tye 
rnilltem sings June 1956. As a result there 
were many who were freeriiats, dead-wood, 
ot “not atedled through labor.” Traditional 
lncalist sentiments also still existed in the 
party, as exemplified by the many rurel 
carves who supported the grievances of the 
teasants rather than enforced edicta of the 
regime or who resented party personnel of 









sport . Ww 


non-local origin, Moreover, tha averaise ef 
authority and the enjoyment of special priv. 
ie ves led ta a deterioration of the party's rela- 
Hons with the people. 


42, Although the main emphasis of réetifica- 
Hom Has been upon Teeducaiing members, A 
mumaber of party plficinis and deputies to the 
National People’s Coniess aave been dis- 
missed from the party for “cightist’ activi- 
ties, and further dismiscals at eadves for in- 
competency or uncellability sre probable, 
‘There has slea been & wholesale transfer of 
party and government cadres ta lower levels, 
warticularly to rural aress where large num 
arg were assigned to agriculimeal collectives, 
‘This peegram seers to have had number of 
chiectives: stvengthening of tha party net 
wotk i the eruelal agricultural field; re- 
ironckanent of nonproductive personnel In 
party, government, and industrial orgs, te 
duction of burexneratic tendencies in these 
ergans: hreuleating masmbers with art appre- 
cistion of manual labor} and panishment of 
errant members, It probably was also in- 
fended bo meet eriticiens of the material priv. 
iieges enjoyed by party momibers, There ara 
indications that many of those transferred re- 
sented the abliths 


D, Tha Regime’s Ability to Central 
Mainland Ching 

4%, We believe that the regime has the ability 
to axevcles Bitm conteel of moinland Chins. 
Deepite the fact that problems and weak 
neues within: the party have bean revesled 
ay the rectification program, the party re 
taing ite fasia dlements of shrenglh: 4 rot 
jess aud vescurcetul leadership, a latge mem 
bership organized to ack as en jnetrument of 
contra and polley implementation, end an in- 
tention and ability to enforce a high degree of 
diicipline and conformity. ‘The perky ongenti- 
gation continues to be backed up by large and 
weiLdisetplined police, militia, and seourity 
organisations, stipplemented by a network, of 
informers and local “resident's committers* 
which provide surveillance aver individorl 
family groups. Parky control is relntarecd by 
mess orpanizations which mobliize vatloug ao- 
nial and oovupational groups in the popula 


Hen behind Coramenist programs and which 
serve pa channela for propagatida and indec- 
irination, The authority of the party is fur 
ther eobanond by its control of all media af 
communication and of the distribution of the 
bulk of food supplies in urban areas, and by 
ite success in couralling most pessints into 
cotiectbres, 

i4, Bebind this control mechanism atand the 
iarge Cliinese Caormmmanist military forces 
which are effectively under tha control of the: 
porky. Dung the revolution the party and 
the army were, fo a lenge extent, an integral 
unt, diNbery personnel and velerena con- 
tinue to wake up a lange part of the party. 
The regimes claims thet about 7% percent af 
the rank avid file of the armed fatteg eye 
snembera of the Chinese Communist Party or 
of the Young Commrunisi League, and all 1 
taive intone polltienl indoctrination, Be- 
eause of the clase identity of the party and 
armny ia the past, many senior party members 
have a military background; thus the 1890 
anlatpement of the Politburo and tha Central 
Committe: brought a algniticant number of 
suet persona Inks the top levelé of party load 
arsbip. Liowever, there is no indication that 
they fovm @ military bico within the party 
jeadership, ov thata military group with po- 
litical ambitlon Les emerged within the 
armed forces, She party appears to be fully 
aware of te imporkunce of maintaining cons 
trol over Eve military and the military appears 
to accept the dominant role of the pariy, At 
the tne Marshal Zhukor was ousted fram hls 
fositiona in the Sovieh Union, Chiness Com- 
tunigk military spdkeamen publicly stated 
their support of a strong party role ind the 
armed forces, 

44. The regime has been able to deal effer- 
tively with eporedic aufturela of tesiatings 
whish have tor the mosh part been ncalleed 
and poorly anganised. Probably in part to 
demonstrate ite power, the regitne has carried 
out heo netiorelde drives against “counter 
revolintionaries.” The security forces have 
qlso teal with several cludent riots and den 
onsttations against the regime, and with 
some civil disturbances growing out of peas 
ant resentiment against wollectives. There 
have bean indiealions af continuing discen- 
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tent in minority evens, recently inchuding de- 
mands for geniine autonomy, bub latge-1eiin 
armed uprisings have lean reported only in 
Tiheh, Shrong anbiChiinese sentiment in 
Tibet culminated in an outgurst in 1956 and 
induced the regime to announce that the in 
treduction of social “reforms” Into Tibet 
would be postyened for six years. Deepite 
this eoncesslon, sporadic incidents conti 
in, Tikeb, 


E. Strengthening Hts Military Establish- 
mani“ 

4§. The capabilities of the armed forces bo 
fulllt thely internal and external Penckons 
jive inereased significantly during the past 
several years, Tha Korean War geve great 
impetus to the development and redernine- 
tion of Commitnist Chinule avmed forces and 


_ slimulaled lorge-ccale Sovleb aid. Sines the 


we, the trend has continued toward further 
riofernigation and a more hilanted military 
eatablighnnent, 


47, Since 1084, ground fores personnel and 
infantry division strength have remained at 
ant eatitanted 244 million men and 114 divi 
sions pespectively. However, overall capaliil- 
Hes have bean increased by continted mod+ 
exnization. Anti-diteraft and anti-fank bat 
sellone eve now ineluded in mosh of tha in- 
fantry divisions, end a tank-nesnult gun regl 
ment has been added to at least 28 of the ine 
fantry divisions. I 1955 the regime inauge. 
yabet anew military conseription and reserm 
program which i¢ now providing sn army 
composed in the main of selected aunsarlpte. 
he army's effectiveness in modern warlare, 
ag 8 rewolt of current training programs, hes 
been considerably imereased. In addition, the 
yeetrved will inchedé, on a continuing bees, 
about two milion Men who will have under- 
gone aclive military service within the ord 
lous three years. : 

48, Sines 1004, Communist Ching’s cumbined 
ait arm hes increased from 5,200 to 87,000 
'gee Anes B for more complete discussion. 
"Sea mings for tee dianesition of geound foress 
pnd combad Jeb alsernfl, and for the losntlon, of 

BEavel bases. : 


officers and men while total alroraft in opers- 
tonal tinils have inerenued from 1580 to 
2808, A more significant Indicator of prog- 
ross toward mesiormization ig tha Increase 
from. BT to 3,280 fet alvereti, af which 1455 
are fighlers and 445 une Heht bombers, Cor 
mrumdst Ching has disa developed an catemetve 
tader detection aysbem which covers the ane 
tira evant aru major intend ledusteial centers, 
This system hus fair tan good detection capa- 
bility except for airerait at low altitudes. Its 
high altitude Gol capability has not been ex- 
porded fo incbude ail areas. 

40. The navy hag gradually inereased its over 
all strength f6 93,000 and its general garvice 
personnel strength to 48,000 officers arid men, 
This growth was decompanted by a substan 
tind inerease in offentive atl defensive capa~ 
bilttes, Tta major sucface unite inelode four 
testeoyers, 16 submarines, four escort vessels, 
fé amples ships ail $i mine warkere yea 
gels, og well ag & Navel Air Arm including 436 
combut airorafé, 

60, Authough still dependent to a Ierge degree 
upon. the Soviet Union for heavy and aaniple 
equipment, divoralt, sod many component 
and spare parts, Communist Ching has tnade 
progress in its effort to achieve military self- 
sufficiency. Th now produces email amis, mor 
lays Hough lsum, and artillery through 
Litmm howltzers. tn addition, Communist 
Chita now has a number of aitframe and air- 
aratt parts plants, ineluding an alroralt as- 
sembly plant at Mukden capable of series 
asstiubly of feb fighter aireratt. Aukden's 
riunthiy assembly capaeliy will probably 
reach 0 jet fighters by 162. Communist 
China has o ropidly growing ahipbullding in- 
dustzy now sssemiling stihmarines and pro- 
dueling nulls for dstavh vessels, submarine 
ghavers, mine wanlsre vessels, wad moter bor 
pode beats. However, practically all armea- 
roent for these vessels and a substantial past 
of components, equigment, and machinery is 
nhtained from tee Bloc, The Chinte: Comte 
mnitiste contiiige bo be handisspeed by @ 
shortage of technologies! skills in both the 
atined faraes and the ermiarierde industry. 
‘We belleva that the comnizy has no guided 
missile or nucle weapons and, al present, 
lacks the capability to produce them. 
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41. The high cost of malntatning auch a 
large military establishment and of develop- 
ing a tienitions industry has heen a heavy 
ditsin on Conmmninist Ching’s exeonemy. The 
Chinesa Coranmvunists have coduced the tro- 
portion of expenditures budgeted aa military 
from 26 percent In 1059 to 18 percent in 1897. 
However, this hea not involved a significant 
deafing in the absolute amount spert, and 
thera has probably been an increase in inveat< 
ment in plants for producing military equip- 
merit 


Ill, PROBABLE TRENDS WITHIN COMMUNIST 

CHINA OURIMG THE NEXT FIVE YEARS 
92, ‘We bolleve that during the next five years 
the Chinese Communtets will continue ta be 
able to axercisa effective contre! of mainland 
China ard will gain game success In farther 
intposing Commaunist sceial institutions ant 
pottenna oi the Chinese people, The regis 
will probably be able to maintain a rate af 
Monornie proaih roughly vomiperable to that. 


of the last five veer, but this will necessitate 


cintinasd stringent control of consumption, 
particularly in eiew of the Increasing populs~ 
Hom. its efforts to gain inarensed popular 
support will be severely United by tts determi- 
notion to amalntain the pace of economic de- 
veloprent and social change, There witl con- 
tinue ta be a widespread bat fuchouting feel. 
ing ot dissatisfaction ari discontent among 
the Chinese people which, wile hampering 
somewhat the veplina’s programs, wil prob 
ably not be iranalated Into effective resistance, 


A. The Economy 


6%. Although the Second Five Year Plan is 
sil, fn process of formulation, the general 
cutlines of this plan e¢ announced in Septem 
ber 1586 appear to be the basis of the tee 
ginw's planning. ‘These indications are siuii- 
élently clear to enable wa to eatimate Diab 
total autpul will probably inerease by 7-2 per- 
cent annually ducing the peried of the Second 
Five Year Plan, ot about as vapidiy as in the 
Firat Five ear Plan. The increments to p0'0- 
duction will probably cect mora in berms of 
investment required, dines gaing from, more 


intensive utilization of edeting plants will be © agricultural production. 





if 


fer lows. However, Investment during the 
Second Five Year Plan will probably continue 
io increnge relative to total output, The em 
phase will continue te be on industrial devel 
opment, and by 1162 the industeisl seclat 
wAL paovably contribute nearly 26 percent of 
total prees poodect at against 18 percent in 
WOE? and Ly percenk i 1052. 


id. Agrieulturct Production. In their ap 
proach to the Second Five Year Flan, the Chi- 
nese Communists have badn forced to give 
greater priodity to the expansion of agricul- 
tural production in otder to provide tor tha 
minkaum. consamption aceds of ite growing 
pepuiahin, sgriculiarsl rear materials, cape- 
clally cotton, for tts expanding industry, and 
exporta with which to repay leans end to 
fiance the import of vital capital equipment. 
‘This grenter priority Jor agriculture will, in- 
yale aetna feorlentation of Industrial devel- 
opment, with a greater share of investment 
allotted to these heavy industries which pro- 
vide fertitizers, agricultural chemicals, inriga- 
tion equipment, and implements for agrical- 
fare, Wer eeample, investment in Wie chem 
ieal feytiltieer Industry will probably vise trom 
ane percent of total state iavestment in tie 
Firat Five Yaar Plan to about three percent 
in the second plen period. 

Sh. Whe Chitieee Communists have announced 
that, in 198, 14 percent of the states capital 
investment will ba in agriculture, suggesting 
that such investment for the entire Socand 
Five Vout Plan may be a3 much a9 four times 
the aancunt allocated for thke purpose during 
the Pleat Dive Year Plan when ft amownted 6 
only 7.8 percent of a stnaller total inyeshnent, 
The state's investment in agriculture is used 
‘primarily oo large-scale water conservation 
projects. However, direst investment hy the 
collectives in irrigation and drainage favtli- 
ties, fertilizers, Jarm fools and machitvery, 
Tivestock, and other production requisites will 
sudiinue to poovlde fae major soures of finds 
for agricultural development Such Invest 
neont, and the related technological improv 
ments, ave conaidered by the reginie to be the 
most effextive way of immediately Increasing 





Meret Ongnte ster baat, I te ok 





sEgnet | 15 


SH, In September 1086 the tewime set 15d2 
agricultural goals at 290 million bane of grade 
and 2.4 millon tons of cntten, but in 2057, 
reengntsing that these goals ware fer tod ant 
bitiegs, {6 lowered the targets to 240 molllion 
homes Of grtlts ard 2.94 wililion tong of cetten, 
while increasing substantially the proposed 
agricultural development elfort, However, wo 
believe Shad these gosla are stil foo opth 

in view of the United umomnt of fertilizers 
timt wit be ovellabie ane the modest pre 
posed ineveases in both lgated areas and 
som. ares abtedned Hamugh reciamation and 
Toaltipie cropping, Belween LOST and 1962 
grain production will probally only rise trom 
11S mltlien bond to 204 wililion fons and oobton 
fren Lidomillion tone tod milion toms, About 
ane-tourth of Seas predactlon increases are 
expected fo result from, thereased application 
of chenieul fertiliser, 

87, ‘The shove estimates oply a rate of ie 
arease of agricuiturel production af about 
three pereent annually, ‘Chis ineresme would 
provide « steel rang over the probable ane 
nual Inorease of popelation of 2.0-~2.5 pesrerik, 
However, a number of conlingenties could te 
Tove Eda thargin. A maja: impondersble fe 
the wilingney of the pexsanta to maititain 
thate efforts ta produce umilet collectivination, 
Vienther wtal ite effect om chaos are alee une 
predictayie. Winally, wa eannat completely 
discord the peealbiltty tat tee present rate 
of popoletion growth might tnertase, Truler 
the worst combination of thesa contingen 
ches fer the Cites Camumuniste-— a suties 
of bad atop pears, peasant apathy, and 
a Melng rate of population growth — tiie 
regime would face grave diffieuities. Hew 
ever, with ita Internal security syskent and 
its exteol af foot disttation the repine 
sould aleceah certainiy mmalntein declf in 
pewer, Furthermore, other alopgap meagares 
apan to Palping gull inchide Jose of ald 
from the Boviek Ble, and & nedluction in a 
torts and some hnereste in imports of agricul 
tural producta, Ab the same tlioe, the cegime 
would fave gufficlent production capacity in 
heavy industey and contruction ta enable if 
to wiainiektt indvetrial growth, though st 4 
vatuced rate. 





#8. Eneuring = food supply for ite enormous 
and growing population will be Coonmumist 
China's surber one coonemle problem fot the 
indefintis Future. Axwble fond is relatively 
tredted, and by fer the major share of the 
lati area is toe nigh, tity, or hilly to be eniti- 
vated, At present atau 11 percent of tha 
land f9 umder cultivation, Margin! Jands 
could be brought unter cultivation and double 
cropping éxtenided through heavy investment 
and jade, tashniques whith would incresss 
the sown, area. by poasibly helt, “Wh & Bert 
eros water supply andl & long prirwding senses 
fa the most inportant fam areis, ylaids dan 
be ralsed through improvements {4 food con- 
trol, ierigation, pest conttol, exop types, arid 
tariliization, In the long man end with mere 
inveghment, we belleya the Ghiness Comme 
nists can peotebly dieubla agriontbural output. 
Howerde, fiesent poptilation prowth, if utel- 
tered, would double the population in 28 to O58 
yenra, menking diffewlt any improvement in 
ving standards even if al ageievibural po- 
tentials were realized. 


5. Industrial Produation, No Snalized Sec- 


thea pretiminary proposals put belete the 
Mighth Congress af the Chinesa Canmmunist 
Parby in Baglember, 1000, provided for sat in 
erease by gross value of industrial production, 
af about $8 percent during the Second Flan, 
emngared §¢ 4 risa of about 138 percent 
achieved daring the Firat flan, Feavy in- 
dustry will continue to recelve priocity, Ab 
though there Ig evidence af considerable 
change ia Ube individual Industral goals, tha 
ditaitoment af tne qverall industriel goal, a6 
peopesed, appears Mheiy in view of the pros- 
nective Jevel of industvial Investment. (Hee 
Table Lj 

80, An inclining proportion af heavy indus- 
trip! invest will be in now Industrinl areas 
in northern Mamehucia and in northecentital 
and northwest China, based upon the locetion 
oi raw tupteziais and sipen shrategic conebier- 
ators, Tneresded produchiot-diring the Bec. 
ond Plan will rely greatly on comipletion of 
new eppacity, much of which wae abated dur 
ing the Hirst Plan. In contrast with the First 
Hive Year Plan, in which emphasis wae on 
inige stale planks, significant propertions of 


HATIMATSO PRODUCTION CF SELECTED COMMODITIRG 105g, 1n67, [n0g* 
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the ineeased oriput of iron, shel, and coud 
WL come from newly constructed or renovated 
small and mediur sist unit, Ta the extent 
that this program i¢ impletnented, it will pra- 
vide nore employment, connarva stirte capi. 
tal, and require lose rachinery tmports. 

i. The variety of products made by Chinese 
industry will contines to increase rapidiy, trat 
there will continue to be shortages, especially 
in chomical fertitiesra and crude oll. During 
tie Second Five Year Plan, tha machine 
building industry will probably be able ta supe 
ply at least 70 percent of machinery require. 
ments, cimpated to about a percent in the 
First Fivé Year Man. in addition ta the pth 
ority development of the chendsal fertile 
and maohinery Indastries, 1b is expected thet 
inerenzed attention wil be given to merchant 
ahipbullding, copper, and crade ofl, Byer if 
the regime achieves its crude oil terete, hows 
ever, in 1988 it will still be heavily dependent 
dn imports fe taceh the rapidly inereasing ra 
quirecnenta, 


G2, Shortages of tidined techwlciang and act. 
entiate will continis to exlet. I an effort to 
Solve thda problem, the regime plare to have 
one thind af the 600,000 students, who will 
Riaduale from colleges and universities dun. 
ing the neat tly years, go into tetehing in all 
fields, Of those who will not ee inte teaching, 
amie half will be engineers, g third will he in 
tnedisine, sclente, agriculture, or forestry, 
and about a sisth in iaw, the acntal selences, 
and otter fields. During this period the re. 
git alsa plans te diwhile ite present ence. 
tent in primary and middis schools, Fven 
it these goals ara met by 1592, rien the 
regime will shill be tar short of the highly 
trained personnel mended in tha selentific and 
tothinieal Belda, ; 


a. Foreign Trade, Total experts in the dee 
ond Five Year Bisn are estimated at 22.0 bib 
on yuan, and imports at 262 billion yuan. 
his compares with 20,3 and 362 billion yuan, 
respactively, during the Firat Five Year Plan. « 
We believe that the bulk of Communist 











Chins's trade wilt continue to be with the 
other Bloc countries, especially the Soviet 
Vulorn, However, the proportion of fatal trade 
with the rloveCommuniat world will probably 
fecreese in the Seaond Five Year Plan, oe 
pending from about 22 poreent to peeslbly 30 
percent of total trade, We belleve that the 
most importent elements of this inoredse will 
te an expansion of Caramunist China's ex 
porta of inet ore and coal to Japan fired ere 
aumers goods to South and Southeast Agia, 
and Inporta of fertilizers, industrial equlp- 
ment, and steel from, dagen and capital goods 
trom Wesben Sumpe. Communist Chine will 
probably inevengss the use of its growing mer 
chant mating int Inteme|tional trade. 


44, The maintenance of the presnt level of 
miltilaberal trade contiiis will complicate 
Chinese Communist economies and retlifary 
development by treating import problems, in- 
creasing costs, and redoing flexibility. Fur 
thertaore, preaent qmilateral US financial con 
frole will deny Comnimnist Chita an impor 
samt export market, as well us reduce dollar 
vornitianaea, 


G8, The Chinese Communists apparently ore 
going shuad with their Second Five Year Pian 
with mo provision for new long term eredite 
frora, the TSSR. Commanish China will have 
fo finanes Unrough experts Une imports te. 
gutred for industelelization, a9 well ae to Te 


pay Goviet credits advanced during the Bitet - 


ive Year Plan and fa Anatiee thelr own ab 
program — both of whieh totel an estimated 
Rd billion yuan. With their presect capablll- 
fies, the Chins Communists can probally 
carry out theit planned industrial develop 
ment whiteat further Aoviet credits, Haw- 
ever, in the event of serious exonomic cli. 
cilities, the Chinese tight seek and obtains 
soma assiztarice on credit tram the USSR. 


B. The Porty 


Of. The party will prekably continue to face 
difficulties ih maintaining Vigor, flexibility, 
and ivternal discipline. ‘he straing created 
by reaerrt massive shifts of cadres to lower 
levels arcd Ghe difteulty of sboorling the high 
poat-Lada membership will comtinue. Ditiicul+ 
ties thab will inevitably arise in formulating 


gag 





the regime's program will almoat certatnly 
create polley differences at various pathy 
leveld, Although these problema may force: 
the party cceastonally to resort to repressive 
menguves, in the toni the vegime will prob 
ably be able, Harough perladle rectification 
programs, bo casnles iniraparty conflints by 
digcumion, petsitasion, and administrative 
diaciplinary procedures, Moreover, we balleve 
that the party will retain a significant degres 
oft Hexibiley in ike patictes. 


6%, These problems would be aggravated by 
the death or Ineapactiation of Mao. Should a 
sucression question arise in the next hve years, 
party authority would probably initially pass 
to a proup, with Lin Ghacchi, (how En-lal, 
‘Teng Balac-ping, and Ch'en. Yun as ite most 
likely members, and with Chu Teh ag titular 
head of stute. Policy disagraaments and 
power rivatties would probably sharpen in the: 
absence of Mao. ‘The fembtatlon fa occupy 
his position would be great, and could lead - 
to a steugele for doninanes within the poxty. 
We belies that quick a stregete would com- 
plieate the achieving of curtain of the regime's 
dbjectives and reduce ffs policy flexibility, bit 
wold not threates tha regime's ablilly te 
aoutral the country, 


C. Popular Attitudes 

68, We ada little prospect that popular distan- 
tent ean or will be translated into organised 
and aotive resigtunee in the neat futie. Un- 
reat will probably continue at abowk ita pres 
ent level, and sporadic cases of Isolated, amall- 
state active yeaigtance will probably cecmur, 
paviteniatty in yural and ebhmie sainerity 
areng. Hesotions to the Intrerslng presgtires 
af austerity and industrialization may, at 
times, cause the reginw fo clam down, but 
the Chiness Cammonist kedershin, while eap- 
italtzing on the people's recognition of She 
regime's willingness to ulllize severely repres- 
sive meneures if necessary, will probably avotd 
widesprerd or syetomatle wae of berroristls 
miothets. There will continue to be much 
dissatisfaction, but we belleve the net effect 
ea the vegime’s programa will be no more 
than a complicating or retarding one. al- 
theagh the vegimne wil continua to seek 
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greater posthive support, tt will have limited 
Buteess becuase of its determination to carry 
gut ite enonemic and sectal programs. The 
zeapones af the tak of the Chinese peaple ta 
the regime will probably remain one of acqul. 
cacenee. 


AS, The regime wii continua to have prok 
terng with idieiketuale, The catepoken cxltl- 
cleme which cama fram the wolversities in the 
apring of i987 showed the vegitns thaé its 
effnris at indoctrination tallied to done: wey 
students and professors into accepting the 
Catniniinist way, - The problems af winning 
#ha student peneration will be made more dit 
fleuls by the shortage of facilities for higher 
eclitentiog, the limited urban employment op- 
portunities for graduates, and the need fo 
sharpen diselplinary measures and polllical 
cortenie over studenta. Turthermeors, the re 
qime will peobebly oolbinwe to jorer grand 
Tiuinberst of salddie achonl graduates ta accept 
lorig-termt agricalboral assignments tn the 
cattails, 

70. The persanta wih almost certainly con 
tire to give the reginwe trowkle, The regime 
recognizer that a major problem during tha 
Second Five Feer Period will be to improve 
te management of fhe collective farms and 
to obtain from the peasants a grenter acccpl 
amos of the collective sytem. Tha regime 
will probably be able ta keep the pessants in 
Une by attiercemant of (ighter controls, arul, 
is, gand cop Wars, by allowing some Increases 
in, consiimpiton. 


D. The Military Establishment 


71. Communist China's military capability 
‘will gimest certainly eintitia bo invprove over 
fhe next five yaers, AlNhough Ghe atey wil 
probably be reduced in size, ib will ba eaulpped 
with newer and better weapons, and will ta 
mone mebile and better trained than al gree- 
ant The alr fore and navy will Increase ht 
stea and alfectivencss. Allhongh the armed 
forces will te somewhat better batenced, Yee 
dancapt of a large ground amy will shill pre 
wail, The Chinese Commmunista will prokably 
tiadniein & lerge standing armagy which, In 
addition t ite offenaive and defensive mis 
sions, will provide fhe beste forea for cone 


irelling nuinlund China end will eentinue to 
have an totinidating effest in Asia. 

72, By G82 tie canbined air forces will piath 
ably inve about $200 wiseraft, an inereasa of 
more than MW The Ghiness Cotoummumists 
ntahatiy will kawe completed converting thelr 
Aghters and light bombers to jets, and may by 
that Hore have sue jet niadium bombers, 
The nary will probably continue ite reanid 
derelopment, wlth principal emphasis on im 
proved defenses capability within home waters, 
‘Thate will probably be & significant Inorsase 
in submarine sittngth, ded the probable re« 
placeraent of overage ships will iacresae the 
navy’s optrating effectiveness, 

73. The scmaments Induetey will inevaase in 
alte and efictancy, bub daring the parlod of 
Ehia estimate, Comininist Ching will contings 
to be hanvliy dependent agen the Zoiet Union, 
for nuuay Kinds of heavy and complet miflitery 
agquipment and for technological mepistente, - 
During VORR-1608 {f will probably be atile to 


Teak sumed fore needa for small ars aid 


for nesvly aff actiQery, transport, arid ener 
nition, bub will sill be unatle to nigel thie 
reeds tor armoted Aigitting vehicles and meee 
nomplex fire control systems. ‘The shiphatld- 
ing indusley will algo contined its rapid et. 
mansion, Dorstatic atreratt production will 
probably inevemse considersbiy, it Gomme 
nist Ching ill oomtinag to be deperdan$ on 
the THSE tor many components, 

74. Although Comamunish China will almost 
rarteinly not have developed & misaile or mitt- 
clon weapons production capabllity of its owh 
by 1969 because of the continuing shortage of 
techdstons and Use demutide of athar moll. 
tery sind encmanile progtimd apo ite Thnited 
fegattced, we believe that the Chindcsa Comt- 
mainiste wih pies the USER for such advanced 
wrapans. Th ls probeble that during the next 
five yoars the USSR will provide the Chinese 
Communisie with some varietlas of milssiles 
and other woapons adaptable to neler usa, 
bub with conventional warheads, Tha Chi- 
nese Conmianist snd Sovial views on tlie in 
troduction. of nuclear witheada* inta Com 
mitmisl Chie are iss cavlain. Unless barted 
by an dileetivs international agieement, the 
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USSH may Introduce nuclear weapons inte 
Commish (hing by 1602, although they will 
almost certainly remein under Aoviet control, 
tn any event, even though nuclear warheads 
were not degloved in Communist China, they 
would be readily avaliable if Sina-Gowset in. 
teresla required tham, 


.. COMMUNIST CHINA'S EXTERNAL 


RELATIONS 

A. ‘With the Sloe 

7S, Communist Ching’s close relations with 
tha USSE ate Bared on tustual chjectives, te- 
Hanee on Soviet military power and econanic 
gapport, a common Meolagy, and a conviction 
that Blog welty is easantial in the fend of a 
éorotion enemy. Tn tte Chinese Commnuniat 
view, wally is crucial to the expulsion of Weat- 
ern, partioniarly US, infiaence from Asia and 
Atrica, and to the ultimate achievement of 
goonomin ax military euperloviiy over fhe 
West. ‘The Chiness Conimunists appear to 
actopt the Seyleh Union ag the head of the 


Bloo bacwuse af ite experience and leadership, 


in the donteine’l, economic end teviulogloal 
fleles, arid becnuse of ite rallitary power. Thay 
have supported Goviek polley on ail interna 
tional questions, Communist Ching has bn 
turn sought end gained Bloe acesptance aa 
the aecond mafor Commitmist power amt, 
probably, a8 4 patileipant with the Soviet 
‘Unior ie the forrntilation of general Bloc 
policy, 

Th. The Chinen Conitiimista insieh the’ the 
strength amd wnitr of the Blac ageinst the 
‘West mast be me ufained and Huet tie exset- 
+a Coramunigh character of each Bloc state 
be preserved, Ta the extent that it will con- 
tribute fo, or ix ceenpatlile with, Uiese aver 
gliding considerations, the Chinese Corsavti- 
olats favor flexibility In intre-Bloc relations, 
desiring parlleularly fiat the Chinese party 
aye a wide area of dectrinal and poligy ini- 
tative. Although there hove been diferanoss 
ia the emphasie which fhe Chineis Comumu< 
nists have placed on various aspects of imtrs- 
Sine relations over the past twe years, their 
bagi¢ concept of Intra-Bloe relations hus re- 
mained: Hie WSR is thé head of the socialist 
can and the member states should af ail 


times place the intereste of unity among the 
Hégintist counivies above everything else} buti 
the USER skould, in fun, safrain from ox- 
cessive intervention fa fhe internal affnies of 
tock Comeuatish state, These views of imliy 
and diversity were substantially roflecied in 
the Momow dith Aunlvergary communique, 
probably of jaind Sind-devlet authership. 
77, Clone Slne-Boviet alignment dees nob ap. 
pear to have been aifteled by the cesaation of 
Soviet credits, although the Chinese Cora 
nista may heave hoped for new credits or for 
mora lenient repayment levis on pags eredits. 
Whatever tha nature ofthe Peiping- Moscow 
discussions on this subject, the Oblasse Cam 
tomtilets appear to have accommodated them 
galves bo the eituation, and im WG? Shay al- 
taved their planning gor the Gooond Five Year 
Pian to bike seamd of reduced estimates of 
import availabilities, ‘The Soviel Union fa ” 
still extewiing technical medslande and has 
concluded a long-term agreement whith is 
believed to poovide for an increased level of 
Sinedovied trade, including tse bulk of the 
essentiat import neads of Communist China's 
industvick development program. Morecrar, 
the Chincse Conimutiiste probably bedeve that 
the USSH vemsing & dourod of ald in the 
avert of a sexlows crisis, 
TH. SthoSeviet relationg aq they concern 
guidance to the Agian Communist patties ap- 
pear in have been governed by & mutually 
acceptable division of responsibilities and a 
willingues: to eaoperate, Despite oocastonal 
differcnees of nuanis in the siatentents of 
Asian Communist partes, we have Hilde ev- 
dence of any Sino-Soviet dlsegreament on tne 
chemetet of Communist activitite in seis. 
Communist lenderg of North Koren and North, 
Heinen, ee well as these in non-Communiat 


. Asien countries, viit both Moseaw and Pob 


ping for consultabion, The polity ling, aa 
given in newspapers and padio broadrasta of 
both comtrles, varies libtis if any. 

Wo. With vegpeat ta the botdey pres, the 
TASK and Communist China apparently have 
avertome, or ab letet suppressed, thelr his- 
torical coniilet of interests, and in Sinklang 
end Onter Mongolia. are coopernting in de- 
yelopinent programs. The Soviel Unten is 








hutiding the portion af the brane-Sinkleng 
yell Hine from the Soviet line in Kagnkhisten 
to Witeu in Sinklang Provines, and tie Chip 
iene Commumista have accepted Sovlek tech- 
niciens in the area to sasist in its develep- 
numb. The USS, by consizucting the trens- 
Mongolian raliroad to China, has faciiltabed 
ineramsed Chinsaa Cotmnutnist cultural and 
economic relations with Guber Mongols, 

#0. During tha five year period of the esti- 
mata, 46 does nok appear Wkely that there will 
he any appreciakde change elther in the drm 
qeag of the Sine-Hoviet relationship or in, 
China's status and role therein, Though 
thera wilt almost certainly be iriellong, Cem- 
miunitt China and the USSR will probably be 
able t0 work ot aatisiactory solntlaris to probe 
leme arising ont of China's status in the Bloc, 
ity economia relations with the TESR, and the 
diviston ef Cormminiat reqponetbilities in Agia, 
Nevertheless, because af Communist China's 
growing stature and strangih, it ls possible 
that problems mey arise which would be difi- 
oult to rembra, 


aH, A sonites of disagreement may be Comme 
nist China's heosible desire bo exert greater 
influence on general Blee polley, bath internal 
ad axternal, Beemuse of the intmense vale 
of the Sino-Sovies alliance $ bath partners, 
Soviet and Chincgs Gommrunish Iesders al- 
most certainiy will consider sat they mesh 
yoeet certain af each other's requeata, be care 
ful not te olfend cach othee’s eenslbliities, and 
defer, st times, to the other partner, Ad 
theugh the Soviet leaders will almost certainly 
be appretanelys feat a strengthened China 
serioualy challinge the USSR for Commenist 
primey at some distant dete, tere ts no evi 
denee that this is alfecking present policy. 
fizternal nolley disnerecments, f any, would 
be mote likely te ecour With resent bo areas 
where the interests of ane party might be con- 
siderably greaber, auch as the Taiwan straits, 
or where they dittered as to the rlsza involved 
in widertaking a speoltie action. 

#2, With respect to high lovet Soviet negotia- 
iiona with the West, the Chinesa Communists 
probably feel Ehat if would be Insdvisabia at 
present to press for the introduction of toples 
which are af primary Inberest to Conmmovdat 





Showent it 


China snd which would seqnire its preqence, 
ae, enivance inte the TN and the acquisition 
of Tatwan, Té ts poasibla, However, that dif 
ferences Getween Felping and [deamow may 
arise In the future with respect to fhe sul 
atance or the methods of nevotlations with 
the Weeb, 
Su. SimoBoviet cohesion. would probably not 
be significantly eflecked by a Soviel-Wastern 
detenibs, or hy Communist Ching’s entry inte 
the UN or recngnition by the Tg, Communist 
China would probably welmame a Boviet-Weat- 
eit; detente because ita leaders would betleve 
that thls would Increase Communist oppor 
tunities in Asin. They would orobabiy alse 
weleorte @ litnitulion of armaments agree 
tient whieh conviticed them that they eoutd 
safely tediios theit expenditures for arms, al- 
though they would probably take bie position 
iitet they would inst ba bourid to any agree 
ment in which they did not formathy parttel- 
pate ag the peproentative of Ching. The 
SSH would almost cortainiy weleere Com- 
niunist China's ranmerentation in. the UN and 
its reecgnition, by the U8, allbough tha So- 
wet lenders inight have some misgivings that 
then developnienty might reduce somewhat 
Priping’s politleal dapendence om the TGS, 


B, Relations with the Non-Communist 
Werld" 

f4, Commenist Chines leaders appear to 
Wew the present world position of the Soa 
Soviet Hite with considefahlé conidence. 
they seam convinced that toe world balance 
at power hos alitted to the Blue and that the 
“Saat Wind" is prevailing over the Weat. Chi- 
nave Communist optimism is based an a view 
ot history that aasumes that Canmnunisnm will 
witimately triumph aad om specific davelop- 
mentz such as recent Bovlet weapoma at 
vances, Communist gating in the Near last 
and Africa, and the rapid ecormile growin of 
the Bios. While the Chita Comnienisc 
probably do not consider that the West has 
gufleted atvy dacislva defest In the Far Kash 
slnee the French were forced out of Tadgchine, 
bivey appear conidial thet the trend in Agia 

‘San NI 1-067, “Communixh Chiiata Rate it 

Hiti-amiist Aga” dated 3 December Wit, 


ia runing agsinet the Weak. Pelping almest 
seartainly corsiders the growth af Qommstanist 
political strenrth and bifinence In Indonesia 
and of neutralian and ant-Ameriean feling 
in. some Aslan avnntries as indloationsy af this 
krend, 

G8, Int o period of lees than a decade, Peiping's 
leadexcs hive acon thelr country became the 
strangest Asian power and achlewa susetential 
progress in maline ita impact fei ft Asia 
and the world. They ave cognizant of grow 
ig peesatite fa she F Pree Werld for expanded 
aonmomia and pailtinal relations with Pel. 
ping, Cotouminigt Ghina fs not handieapped 
by distin ticle) antagondems ageinat the witlte 
man and ib dan claim tammon. experienee with 
hea fotmier Slonial aruns. ‘Tie Chinese Com- 
munis ahuost certainly believe thelr ton. 
nomic Prigiess can be weed be thelr affotty 
ta eompinea the wnderdeveloped Asian cow 
ivies that Commits i the bint wag foe. 
ward, 


20. The Chinese Gomimitnists have given no 
indications of onde Impatience i Ye pursait 
af thelt objectives in Asia. They appear aware 
of the miaty problems of Internal develop 
ment Jscing Communist China, toa eatin 
ing seed to adjust and reconnelle inire-Blee 
relation#, and the suspléjons of Communist 
Cina which esiet te mth of Asia, Boat 
iroporkantly, they elmast perkainiy consider 
the preience of US infuence and midtary 
forces it Agia to be the major ohstucle fn thely 
path, They almost certainly cetinmte that 
any alfempt to speed up the process of cori- 
munlaing Jala by military aggression would 
valve serious risk of war with the US, bat 
aft the same limes probably bellave that over 
the lang tun the 08 will not be able eifed- 
tively to counter Uae foreen wideh they con. 
aider to be working to the advantage of Corie 
trunigt Chiba. 

a7, Given thes yews, Communist China ap- 
pours to be divecting ite energies ipa ihe 
interpudinte objective af weakening the pasl- 
tos and itdimence of fhe US in on Ta thie 
ered if is seeking to joduen Agan countrles 
ta adept a policy of fttendship toward the 
Bios, to strengthen, and if possible brite to 
power, indigenous Communist movements 
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without the use of extemal force, and to an- 
dermine the will of the Netionalishs on Pei. 
wan to realst, Since Indochine, the prin 
elpal thrust af Comnmenist Ching’s paiey has 
heen reasonablanese and peaceful mexistwce, 
theteh if has bem edamint on certats basic 
fasnes, particularly Taiwan, 

aa. We beliewa thab Canununixt Ching will 
eontinte dugenticly the outlines of ite present 
Bexitle course in Asis, though displaying 
mote sagertivertoss and & helphtened readiness 
fa take advantage of ofportusie situations, 
ié will probably intensify ft: efferis to eon 
vinta other nations of tts peacefulness and 
TAAROTADeness, axed ever. af ite willinerens 
fat & Tapprochamort with the US, believing 
thik an spparent readiness to make gonces- 
atone wlll add algnificantiy to Pree World 
pressures to aeeeph Conmumnist Chine es 4 
mentber of the community of nations and to 
bring about a change bi UE paley. 


a9. Canminunist Ching wil combina fa seek 
adinigsion to the UN and the expansion of 
eotnoniie and political reintlins with most 
stole. Tt will probably main additional of 
fors of eronomis asaletanen to other Asin 
douritvies, 4b the same tne, it wlll cones 
its suixversips efforts throughout te Far Bust, 
tn ite propaganda overtures, jt will attempt 
to cr@abe an exargerated invpression of ie eco+ 
nore growth, and, while atressing Hs peace: 
ful intentions, will de nothing to dim ite grew 
ing reputation in Asia oa a oliiiary power, 
in felatiods with .Auinn alabes its military 
power will be an operating but slant factor. 
it will probably nob tesort to overi military 
abpression which it believes would involve it 
in military action ‘will the Ud. 


oh. Peiping i probably concemed that, ag an. 
unwanted by-product of peaceful eaotistenes, 
there Ig 3 growing acceptance of 2 “lavo- 
Chinas” eoategt. the Chines Communists 
will continua tHieir dforig to dieubiese the 
world, and especlally other Aglin leaders, of 
any ides that Communtat China will renounce 
its intention to gain contol of Talwen, They 
will almost cerbainiy not sesort to militery 
action ta seize Taiwan, so long es this would 





javolve rigk of war with the 08, They will 


almost certainly continue their present sforta 


to undertine Nablonaltish will nnd i dieoeadih 
the Republic of China abroad, The possthil- 
ity cannot be excladed that the Chinese Cam- 
munists will adept a more aggressive polley 
toward the Offahore Islands, in parb becnuse 
ad inienoe fivibetios and a gemse of affrent, 
it part to emphasize thelr determination to 
destroy the Nationsiist sovernment, sud in 
part ta teat US infenligns In the Tatwan aver, 
ir they should betoma convinced that the US 
would iiob ftervene militarily, Huey would 
aevk to capture these islands top mallitary ac- 
ton. 

$1. The Chines: Communista will protably 
complete the announeed withdrawal of their 
forges from Korea, in onder ta tring pressire 
an tha TS to do the gems, bo enbance Commu 
nist Chinw’s chances dor UN anéry, and to 
support Moscow's efforts to create Free World 
ressiites for suimit merotiationy and diy 
etipearemont sehemes, However, Pelptng will 
rimast certultily maintain tts military forces 
in & positon to rebtervene: rapidly in case of 
a Kestitaption of bestiiiles, The Chinese Coit 
minists, in coneert with fhe Baviei Union, 
will probably encourage the North Korean re- 
pime te tell covert stromata tin South Heres. 
and, to pres ie fhe retetablighment of evil 
fural amd esonomile comtacts agress the opel 
alice tine. The Chinese Communists will 
probably publicly support North Korean, pred 
suite for natonwide elections ttader “neuieal" 
sirpervision, but will continua to oppose divest 
UN supervision. Whe Colnese Conimaniats 
WH) almegs certainty nab agres to unification 
on. taro waleh they estinte would Iead to 
an anthGominuis Korea, 


#2, Pelping's objectives in Vietrand will siml 
larly be to stranpthen the Communist teginie 
in the north while attempting to wadermine 
the government in the sruth. Pelping will 
continua to aupport Communist agitation for 
gation wide electors under conditions that 
wold fivor the Corumutiata, The Chinese 
Comununists may belleve that ehould Saath 
Vietnam be deprived of President Diom*‘s 
Insdlership, tha Camamnuniste might gaia suid 
ciuint strangth te selse control from within, 


43. Japan will contlaue te he one of Pelplng’s 
most imoortent taneli, expecsily becnase 
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there 2 a geowing area, of competion between 
Communist Ching and Japan. Chiness 
Communist polfeies wil be directed toward 
veducing tha demree of cooperstlon bebween 
dapat. fr the (8, particularity in te mil 
tery Held, toward Underraisying the Tape 
goveromentia anhi-Comt position, tn 
ward destroying the irlendlly telations between. 
dapat and the GRO, and toward inerens- 
ing the Inflmense in dapen of leftewing ele 
ments, ee. lethewiig Bosinlists, and the Jepa- 
nese Communist Party, Petping will comtiows 
to exploit Tagai's degire for pesme, Nes foers 
af bereming Involved In a nuclear war, any 
sveag of frletlon with the 18, end Japan's 
gamarness fo expend trade with maintand 
Ching. Pelping will probably be able to gain 
ab feast quegi-diplomatis stabus for a Chinese 
Communist trade mission. In pursuit of hese 
objectives, Communist Ching will continue to 
amiplay both contiliatey and tough tnotics, 


o4. Atthough Ee mujoelty of the Gyeraeas 
Chinese wil probably comtingd ta seek to 
avuld entecigiétant in the poittical activities 
of both Communist end Nationalist Chita, 
Pelping will wevertielesa continue tty efforts 
to use the Overseas Chincen vat instruments 
for both overt and cqverh activities, At the 
Sane tine, these conimunitics will continae ta 
he a ajurce of friction between Peiping snd the 
heat tovernments, ‘Tne natu and aitective 
yeas of Chinese Communist polioy towards 
Cysts Chinasd will continue io vary trom 
comity bo country, Gut there are indloatlen 
that Felping will Inexase ite offerta to allay 
Southeast Asien siuspleisna by entphasiadag 
in 14 propaganda the tesponibilities af the 
Olfecseas Chinese to the host country, 


35. Assuming mo signileant change it the 
buiglc palicies of the Bloe or of the Waal, in 
pittioniat tee TS, we believe thet intanestrda 
bebveen Communist China and the Pres 
World sll indtesica tomsidetably duving fhe 
nish five years, “Phils will come xbout for a 
iirmber of reasong, Including o growing beliat 
that normal relations with Cominenist Chins, 
should be cetablished, a hope that snuck rela- 
tome would rediea tendient In Asia, and a 
desire to axplolf what many se¢ as a major 
trading potlontinl. Por these reasons, addi. 











ional countries will probabig resegnles Com- 
inunist China, pessibty including Canada, 
New Zealand, Balplim, France, and Jepan, 
fi. Tk is probable thet the U8 will experlence 
niore diieuilty in secklag to wichita Commu 
vist Ghina from the UN. Morentce, the atest 
of fhe TM's censure In generating opgesition. 

te Communist China will probally deorense 
with tie pasate of ima otid witht the with- 
dvawal of Chines: Communist troops from 
area. Should Comuntinial China gun a sent 
in te OM, ib would be token, in Asia espe- 
glally, ia 4 merk of intutnational acceptance 
afl Corinyutiist Ching, mud many of the coun 
ivles not already recegnizing Pelping would 
probably do so, Fartievlarly in Asie, cont 
mercial ancl other formes of intercourse with 
Communist China would almost certainly i> 
teense substantially, Communist China's of 
gecbustities tt Talks eoumbrics for subversion, 
for infusing the Ouiewens Chinese, amd for 
giving covert support te indigenous Commi 
isk periles would inaremse, 


ot, WY Commiimnist China continues tte present 
inbernational palicy, wo belive tab ite pres 
five in Asia will continus to grow dicing the 
nah five years. This will oveur whether or 


‘gob additiorel countiles necogniza Commu 


sist Ching, of Tt is adwiitied to the UN, Bub 
a dows not necessarily fellow that as a resolt 








of lneciaiel ptestige the Chinese Camminists 
WE he able ta induce non-Commnnist Asian 
countries to adopt internal or external polices 
desired by Communist Ching. Communist 
Chine'’s future role itv Asia will be delermined 
to an ieyportant extent by developatenia In 
five fields, in vaxying degrees beyatid ihe con 
trot of the Chinese Commeniate: 

a, The course of events in the US-USSR me 
Istlonahip and in the broad aspects of the cold 
war, 

b. Developments within the Bloc mich ag 
apantiinlar solentiic achieverients or major 
polidest upheavals, 


& The extent fo which lecal Communlst 
parties, eg, those in Indoweela, Leos, end 
Testis, vein or Jose pollticel strength. 


a, The extent to which the growth of Com 
miunist Ching’s power gives xise to incrensed 
iyprehensions among Asian governments aa 
to Commiunish Ching’s fale Intentlong and 
thw cnupes Umar to take ineressingly affes- 
lve miensures ab lewst do counter thele own 
internal Comiminnisie. 


& ‘The extent to which the US has the confi- 
dence and trust of non-Commanist Acion gov 
arnments, and in tot helps theas govern 
menta not only to realat the Communists, but 
also to meet thelr national aspirations. 
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ANNEX A* 


THE FIRST FIVE YEAR PLAN 


Al, The Chinsss Comimuttists taade aubstan- 
ial exonemic progress during Mair Firat Five 
Yoar Plan 1953-1057, Gross National Product 
tmereased atu. average annual rete of about 
4-8 pereent,* whieh compared fayorably wlth 
recent yates of a little over theres percent in 
Todia, cight parcent in Topan, and seven per 
tenk ty the dodet Unien, While the average 
rate of growth was fairly capid, Inereawes fron 
per bo yaar ward Uneven, in large part becanse 
agricultural cutout, which provides about 50 
Pereent of total national income and the ray 
toatetials that determing the output of light 
industry, depends wpe uncertain weather 
wonditiond, (See Figure 4 for Gtoss National 
Product, by sector of origin.) 

Aa. To schfove this rate of growth, total in- 
yeatment everaged 17 percent of the GNP far 
the tive year period, « proportion roughly oan. 
parable to thet in the US, Trvesiment in 
vapitel construction accounted for about 58 
percent of grasa Investment during the five 
year periods of totel investment incepltal com 
struction 56 percent want into idnstcy, 12 
percent inte transportafion and communica- 


tons, amd only about 8 pareent inte agricul« * 


ture, Nevertheless, over 50 percent of total 
investment funds were derived dineatiy or ine 
directly from agrimultural output, 


AS, Communist Chines budget revenues rose 
sharply up to 1954 as the regime consolidated 
* Chinese Cueamunint shatlyties tipo with the 
dats ant analyses throughout Quis estimate ave: 
tinged ace subject to the same yesereations ae: 
thoes of other Blog acuntries, hit oa somewhat 
groster oztent, in wey of the insaperlenie ta 
thie pext af thes newly established Chinas Com- 
muniok stetistion! onliection aystam, This Lise. 
perlante probably accounts for the majorly of 
auoh etatlaiiest defeots os have been noted, Chl 
eee Cotimtinigt atatlsites are the Baste for the 
xegime's plamilng aud we belleva ara act, in 
gurerel, inisteptesented. 





ite eomtzols over the econoory, but hava eiice 
rae more pradially and, aa & properlion of 
the GNF, actually declined slightly from 20 to 
27 percent hebweom IN4 and 1887, The re 
gime’s fistal policies have been ta manioriize 
Tevened arid to tailor ite experdihanes to ite 
exnedted recelpis. The regime's flexible eon- 
trol over expendibune has generally piadn- 
tained budgeiare balance end economic ah 
bility, except in 1980 when the government 
reserbed. to currenoy leave to cover a budget 
deficit, Hhowever, a surplus in state revenues 
was reestublighed fn 1957, largely as a result 
of a cutback in inveskment (dee Fiture § 
for state reventies snd expendiinres.) 


Industrial Production 


Ad. Daring the First Five Year Plan, Com- 
muniat Chins, with substantial Bove aasigt- 
ance, made cunulidersite progresa in. loging 
the foundetiens for Indmastrialization. Start 
ing from a smell hese, ike groas value of fn- 
dustrial output ineressed about 129 percent, 
with Kervy indastry Increasing mote than 
200 percent and pith incdusisy some 86 per 
tant. Altiiough the average annual rate of 
grewth of industrial ontput during the period 
was high (16.5 percent), if waa uneven, being 
reduced to T percent in 1957, which was a year 
ad conenlidation and rebuilding of inventories 
after the overambitious construction activity 
of 1968. 


'Yowsrer, in intermational compartseris, wecount 


owl be taken of Oioomunit Chind’s price 
sirueture, whink tn terme of world prices over 
values Indiatrial manufactures the festent 
arowing sactoy—~ an line ovorstaiog the rate 
of }rowth. If Canuwanist Chines Indushrial 
tranwfachions were te-valuad ab world market 
pee Ee NSE Rremiee eae ee 
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GROSS NATIONAL PRODUCT, BY SECTOR OF ORIGIN 
1952, 957, and Aa 
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Shope ANNEX A 


AS. Machine and Equipment Budding, One 
of the most important derdapments of the 
five year perlod was the rapid development 
at machine and equipment building indus 
tries, Whereas Gommuniet Ching wos for 
merly heavily dependent upon fordign pro- 
ducers for machinery, as well ag for much of 
the industry's raw tapteriads, ite machine 
building industry probably was able ba satiaty 
about G0 percent of the machinery require~ 
menia of the First Five Year Plan, Comomn- 
nist Chita. now le able te produces a portion 
of its requirements far tore compiicated ma- 
chine tools, mining and mufalluegleal proc- 
eesing equipment, power station equipment 
for medium size plants, moter trucks, alteratt, 
ane Iocomotives, The naval amd civil ship- 
building indusheles, the electronics industry, 
aud releted ferrets and notfercows metal. 
Tovey industries have olen achieved consider. 
able development Although wish of he re 





‘ penk advance has ievelved imdtation af Ruz 


sian equipadnt from Bisslan plana with sub- 
atential Fluesian components, Conmmunlet 
China now is Independentiy able to design 
tmany ile, The tepid devalapment of rem 
thine indusities in rainklen to other bictusteles 
nin services ceaatod dimbalsndes im produst 
demand and raz material evalleblitty which 
Ted to preduetion authacks and widerutiliza- 
tion of capealty ine meniber of machine build- 
ing industries in LOY (eg., trucks, loccme 
hives, freight cure, nmchine tooks, and apticn. 
tural anal textile machinery). 

AG. Ivott and Steel, Dorking the past five 
years, pig iron cubpub isorensed from 1.0 mil- 
Tow: tora bo 8.9 million bone and crude ebeed 
roxe Drom Lea million tone to 1.24 million 
tone, Tneresied production was obtained. 
mainiy through the development of existing 
faeiiiies, hut in the next five years the plan 
is to ewteblish new tron and steel bases and to 
improre inailiti«e to provide an Inorensed 
variely of stetla. Constenction is underwey 
um two lores integrated planks, ona ab Fao- 
Hou and oieat Wohen, snd on some 25 snail 
and merci sive non-inttegrated planks based 
on nearby coal and ora daposite. 

av. Now-Ferrous Metatz, China hax become 
eaitentitien? in ios nondecrous totals, 
with exports of these commodities increasing, 


SB 


A significant aspect af nonferrous mineral 
production hes been the rapid developement af 
the aluminum industy which will sugpart 
airoratt production and provide ¢ paral sub- 
aliiute int copper. Further development of 
fomi-tetroug metal production is planned, with 
particular emphasis on the expansion of cop- 
fer cutpub, proseqity inadequate i in the Bloe, 


AS. Chemicals, Production in the chemical 
lndushry tripled durteg the Five Year Pian, 
Tmportant. comausiities now preduced itt 
China tachude bagi loctusteisl chemicals, 
chemical Serillizers, insecticides, antibiotics, 
fisstiss, and organte syntheasteed dyestuits, 
However, the industty sill is far from meet. 
tng the needs of agrioultare and other indus 
trles in, dither volume or aarety of products. 
Development of the chemical industry decing 
the Second Five Year Plan appears io have @ 
igh priccity. As an integral port of the delve 
to solve Ching’s pressing agricultural produc. 
tlon protiem, the chemical fertliizer indyetry 
is. to be deiloped as fash aq possible and, to 
aid the tight eltuatlon in the supply of raw 
ection, tha syntheble fier industey is alao bo 
be emphasized, 


AQ, Patroleum:, Production of erude oll, al- 
thougis undertulitiiing the Flan gool by some 
25 parent, still achteved the high eniirth tate 
of 280 percent during the Plan period. Devel- 
otrimen! of existing and new producing felds, 
and consirnetion of new processing ard tras. 
port tactiitles during the Plan, have laid the 
groundwork for Tutere larbe nereases ba pro 
duation. Hewever, the Chines Communists 
are flanning langé-deale investrsent In high 
oat production af of from shade and coal, 
augeesting that they are pessimists over the 
potential arade off cuipuk. Whatever the in- 
wrease in poaduetion that is achleved, if will 
aunt cerbeiniy be insufficient to meet the 
terensed requirements for petralowm prod. 
uote, ait Communist China will remain heavy 
fh dependent upon iperis. 


Alg. Coal, Cas] production nearly doubled 
during the First Five Year Plan and generally 


kept pane with industrial and power require- 


Toents. However, urban and ruval howsheld 
demand increased faater than anticipated and 
the regime was forced to introduce rationing 


= a3 
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in 1956 and 1067. Increased emphasis on 
amall and medium alse workings should hetp 
ta meet ihe trereasing dertandd for household 
uae. 

All. Eight Ioahetry. Light industry, ol- 
though heceming moe diversified, progreseed 
much more slowly than heavy indushty during 
the First Five Year Flan, although most pro 
duction gouls weve attained, Most increases 
tts iets industey production during the Iirst 
Five Year Plan came from 5 prester utilise. 
ton of existing facilities, Although addi. 
tonal capacity haa been developed in the cot- 
bon textifte indushry, there hes beat comald- 
arable umier-itilization of capacity during 
the lash three years becuse of shortages af 
raw matertals, 

Al, Regional Ddeversion of Industry. The 
Chinese Communists pian 4 more balanced 
distribution of enmnomic activity throughent 
the territory of China within a period of three 
Five Year Plane (1058-1967). But they monde 
relatively little headway toward this goal dur- 
ing the Wisk Wve Your Plen. There was an 
even gredter concentration of industrial pro. 
duction in the old industrial aresa as a result 
of reconstruction of existing industria] plant 
and of nailing of new industey in these areas, 
New construction was apparently guided 
largely by the fact “that these areas have 
known eourees of raw materigis and fael, de 
veloped transportation ireiiities, and a supply 
of gkited labor. More than 80 percent of tofal 
invustinent ia China's fron and steel Industry 
was allocated to morthesst China during the 
Plan and half of the 156 industrial prajeots 
carried out with Soviet ald are being located 
dn this one zation. 

Ads. Grousportation. Deaplte recurrent tat 
fle sonpestlon, the transport aysten hes been 
able to support the growth of the economy. 
The transportation syetem Has been wiiliced 
pt close to capestty, and all branches of the 
sexier Have experienced high growth rates, 
The rallenads Have been primarily responsible 
for the support of the industrial sector but the 
other bypes of carters are inorsesing thelr 
proportionsate-shate of the load. The fallow. 
tag tabulation af estimated taba freigit tor. 
Elleendberg carried eicclude Inland and coruial 


jonks and carts and pack animels: 
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ALA, By domestic merchavit ship construction 
and ecquistion from Polund and eleewhere, 
tha Chinese Comaimnists are continuing to 
expand thelr shipping feet at « substantial 
rete, The Chineta Communists probably In« 
temd nek oniy to expand thelr coastal met- 
dhant marine operation, bub alae to enter ty 
& limited extent inte the cueriage of ther in 
huxmuuélonel trade, experialhy with other Asian 
equntties, The fegiind is also apparently 
Planning sh expansion of Yanglae River tral. 
fic and Yellow Sea coastal shipping to velleve 
sirain om the rallrogda. 


Als. Chingss Conmunists wow have a ciylt 
air system whieh provides dieeeh connections 
between Folping atid toast of fhe major cities. 

‘The Chinese Communists havea made corsid- 
sreble invesbment in civil aviation axed tere 
hae bean an almost complete moderniaation 
and shengeorer of planes and equipmuant, 
During the neet five yoors, the network wilt 
peobably Ge expanded to include the ole 
tinjor nities, but ihe worl of a netion-wide air 
network is net expected fo be reached untih 
the third Five-Year Plan. 


AtG. During the firet four years of the Piret 
Tive Your Flan eniphads was placed on bulld- 
ing new rail lines, particularly in the West 
and Neckiwest. (Soa map.) The rail line to 
the Savieb Union theough Shokiang provinces 
hes progressed beyand Yumen, the ares, 
whith contains the largest proved indigenous 
sources of crade off. The trans<Mongolian line 
to tha Soviet Union haa been completed, which. 
i addition to providing a anorter rail aornec. 
tien pabween China proper and the European, 
USSR, hes permitted an ineresse in Chine 
emamemic relations with Oeber Mongolia. 
Another portion of the future norih-esuth 
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trunk lina in the weet hae been completed 
between Pao-chi, on the Lanchow line, and 
Cheng-tu In Saectiqwen Provinds. The regime 
alep tomipleted the strategix rad] Ibte from 
Yingtan (on the rail line Debween Bhanghat 
ara Chengatay ty the cash const port of Amo. 
However, the regime was foreed to curtall 
work in 1957 on nes lities and tp pubemphasis 
on repairitiy and imereasing the capacity of 
existing inex in be high density use sectors 
ln the North and Northeast. In part, this was 
done fo alieviate tis eritiesd Geape which bod 
dayeioped in gartain sections of the epsom in 
TORO, and in part hecatias of the necesally gex- 
eally to teducs investment epending be a6, 
AY). The supparting role of native transgort 
in Chins remesing very impittant A recent 
aeticle by the Minister of River Meat of the 
Soviet Uniow, reporting om hla laapection of 
Chinene inland weterwnyy, presents a percent. 
age breakdown of frelgivt carried by ail of Gite 


various typed of trangpork in Lode: 
TABLS UE 
Rontcarried §— Towlen 

Rajiroads BR HA 
oh aT ad 
Native, ‘Ships A ae 
Gonstal Shipping La St 
MMator Varied es it aa 
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This table entphagiges the iuportant part 
junka, carta, and peck animals play in sort 


haul jdeal toovertend of goods. Buch trate . 


fort in 1906 corrted over 80 percent of the 
freight honmege, but teas than o percent af the 
ton-kilometers. 


Agricultural Production 


ALS, During the First Five Year Flas, we esti 
mate the output of food rosa 10 pereent? ta 
195 million toe grain equivalent, elth grat 
crop ares inoreasing about % percent (inelud- 
ing double eronping} end per hectare yields 
rising about T percent, Colton production in- 


“phe oiticlel Chinces Communist Apure fs a) pero 
psn ee hellevs quevetates the echusl mute 
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grassed hy abnui 28 percent, with the ares 
planted in cotton expanding by about 3 per- 
tenk and the yields per hectare Ineressing by 
shout 22 parent, 


ALS. Phe main factor to whieh tila agricul. 
fire : ia aradited bas beam the mig 
Dilization of idle and underemployed rural 
Inhor for increased euitivation work and land 
taprvements, which was eccelerated after 
tollectivisation, Irrigsted land reportediy in- 
eressed by one-fifth to S7MMMO hectares, 
arid extensive Hood conbrel and soll conserva 
ton measures were urdiertalen. In addition, 
themionl fertilizer aupolles were raised Brom 
4,000 tons to a tack of 200,000 tons in 
1858, providing a small but important addl- 
fon to oll feriility, Bural ccal supplies were 
more than tripled to a peal of over 26,000,000 
bits in 1986, perinditing greater tae of sical 
and, other hyprodasts an teed and fertilizer, 
Improved seeds were developed and by LT 
were reportedly sewn on 40 percent oe the 
grain aerenge, 80 portent of the cotton acre 
ape, and 30 peccent of the of] seed seresge. 
There had aleo been kh inereass in. the supply 
of term, tools, and some progres was made in 
contralling crop pests. 


(AM0. The growth of agricalinyal production 


wis adversely aifected in certain vespests by 
the eollectivigation of te peasunta, Tt upeet 
fie production and market organisation in 
tha fattn ateig snd rediced the production. 
of cortaln subsidiary preducts, Moreorer, 
there las been a sharp decline in draft animal 
power per erop hectare, due to an ineresse in, 
the acreage under cultivation without @ car- 
respunding Inerease in draft anbinals, and to. 
the lack of care given them by tha collective. 
ASL, The Chiness Communists have had, con 
diderabla dificelly in raising Hvestoek produc. 
Hon, Ostia are the major sours of draft 
power om China's farms and hogs are the 
major acurce of roeat in the dist of the papi 
lation. Official eancrrn bay bec great, bib 
flamed increases Live hot been realized. 
Although the number of hogs intveased trom. 
& ling of 24 rolllfon in 1956 to Lid mllfion in 
mud-Laet, 16 still fell short of the LOST target 
of 198 mafition. 
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Foreign Trade and Economie Relations 
422, Forsign trade hes beta an imporiand 
factor In Communist China's First Five Year 
Bian, and has gepplied important quentiiics 
at milters equipment, capital goods, and 
caventiel raw materials, Te obtain tae neces 
sary intoris, the fersign trace polloy was to 
expand exports aa rapidly aa possible in, ander 
fo Bmanes 3 greater yolume of imports, and 
to Timit importa fo essential eoramoddities 
During the period 1984 to 1957, Delamce of 
payments pressures increseed, ratlecking the 
cessation of Saviet loens, a rise in forelen debt 
serving, continuing high forskm-ald commit- 
ments, and declining reeeipia from foreigr 
expenditures in China and frora Overseas Chi- 
meds serniifences, Ag & result, allhough ee 
ports spproximately doubled between 1953 
aril LORY, imgioite Toes by enya third. ‘Trade 
with the Bioo accounted for about 12 porcent 
of totel trade, 

AGS, Tports during iis period fotalied al- 
mosh 23.2 pillow yuen, Oe this tated, approx. 
rately §,2 billion yuan was nance by Go- 
viet credlte.- military credita acconnted fox 
2.8 hilton yuan, or roughly 9 percent of totel 
gnparts, and economic credits accounted for 
about 1 bifiien yuan, or 4 percent of totel 
imports, The cesposiiton of lmporia is eatl- 
mated sppronimately as follows: machinery 
and equipment (ineluding military equip- 
roel), OO pateeat tae materials, 30 percent; 
and consumer ponds, 10 percent, 

Ald. Exports ere csthemted at appretlmately 
23.3 billion yun daring LM-te5t. Agricul. 
Surel products and products peovesend Troi 
aytionliural row materials senounted for 
shout Th pattent of total exports, with ox- 
qorts of mining products, machines, aed in- 
dustrial prodticta contributing the remaining 
28 percent, “The amall decline f: exports in 
LSbs-1H07, whith apparantly caused the Chi- 
nese Communists te decraase imports in some 
dares ita JOGT, was partially due to a drop in 
axporta of foodstoits, euparta whith lavpely 
would Have gone to the USER. 


Population, Manpower, and Consumption 
ASS. According to the Ohinese Communists, 
the population of China at fhe end of 1057 
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‘wes 640 million, compared to aboat $78 mil 
Yow ab the ond ef 1952 Ti was not until — 
about 1864 thet recegnition of the danger 
cusly narrow margin between the rates of © 
erdwth of apricuitural outiet and population 
canted Communist Ghine'’s leaders to change 
thelr deetrinal oultlockk fren ort at pride in 
greater population ta the meed for population 
control They ave noe developing programe 
tq reduce the birth rate, We expect popula- 
tlon growth rate to level off at about 2.6 to 26 
percent, At thie rete the population in 198% 
would be abound M6724 million ard, by 190%, 
780-815 milion. fm any event, the pepitla- 
ton Inerease during the Second Flan period 
‘wi continws to press heavily on fae aupply 


Aga. This population growth not only poses 
a problem of food supply bub alee the problem 
ef maintaining full employment with equita- 
bie income disteibation, ‘The employment 
wabygory of faetery workers ond fica 
taf. tha only category opin to major per. 
centage inoresgs la @fill liraited bo 24 mil. 
Hien, and only 5.2 million persond were added 
to these astegories during the First ive Your 
Plan against a. total poguletion inereasa of 
05 million. Tha Communists heve evidenced 
awareness of thelr growing employment prot- 
ler end have plans to use more investment 
funds on projects which muxlulse employ. 
minnt, Various stage have been taken te shift 
jan the polley preventing peasant ralgration 
into the olttes and even ta transfer large num 
bers of present uchen residents back to the 
ceuniryside, ‘The ister policies will serve to 
lower average ined of thie rue) populaiton 
Trak will net increase apricuitival output sings 
raral Inbor ig already expessive, 





Scientific Development 

AQT. During the fast year Communist Chins 
has Teemphasised its polley of vigormus devel. 
épmaent of snlentifle research. ARhough there 
was retrenchment inmost otter Halds In POR, 
the Ohinese Acedeiny of Sclenees budget was 
raleed one third, wind it established over a 
dean new regearch ingtitates amd Jabora- 
tovies, Such entphacds haa also been expressed 
in organiaational changes, expansion, and in 


SECEES 


revised pollsies in higher education and train 
ing of researchers, However, the amount of 
dpnificant research vexk continues fo be 
small, Selentific manpower fesources have 
improved anty slightly, and the regime has 
acknowledged that educational pelicies have 
Hob produced sufficlenk mumbers of graduates 
qualified for advanced sclentitie training. 

Aa, Rducatioral policies in higher education 
hey been revised to place move emphasis on 
quallty. Curvicula are expected ta he rede- 


‘signed to provide a broader and mors funda 


mental education rather than the present 
highly specialiaed byte, The Chinese Acad. 
eeny of Balences send 120 students to the TSR 
dn, 1856, ‘In: addition, the Sdintstry of Higher 
Hiucation ant about G0 post-graduutes lost 
year, of whant perhaps 200 pny be trained as 
potential researchers. 


Sefeneds, tha universities, and the WESR will 
probably expand gradually aq as te produce 
hy the end of the estimate period aeme 3,000~ 
4000 mew people with pobential for veing 
productive in scleniiiie reacerch and develop- 
ment, ‘This gradual expansion would dowbie 





the numitier now believed fo be of rescaych 
and development caliber. Eighty competent 
selentiste will, however, eniergs rome mors 
slowly; the present estimate js thal only a 
fow hondred vill be added by 1962 to the less 
than 1000 now availedie. 

AGW, We believe that a transition perisd has 
nuw arrived in which tke whilization o¢ Com- 
munis China's aclemtifia resources in. support 
of eronontia and solitary development will 
qraduaity change. Whertas the sclentlic 
evtart is now concerned with lowdevel badus- 
trial testing, trouble aouling, and asultetle- 
Hon of imported foreign ieechnology, we expect 
that Commrunish Ohinas devalonmental capa. 
bility by 1960 will te compatible with the level 
of its imported forsigh technological proc- 
psseg, ‘This work will ba concentrated In the 
applied! ficlda Heated in the Laeyear pilin Jor 
research, end development: tinelear energy, 
electronics, metallurgy, power, ele, By 1982 
“we may also expect somie basic research re- 
suits which wil go somewhat beyond the 
backlog of research exparience brought hack 
hy Chines delentista from Weiter Isbora- 
parler. 
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COMMUNIST CHINA'S MILITARY ESTABLISHMENT 


A. Ground Forces 

Bi, During the period 1053-1957 Communist 
China's system of internal military regions 
was reorganized to provide twelve, rather than 
the previous six regions, and to celeb thom 
strategically and functionally to present day 
requirements, ‘This represents 4 considerable 
imgrovement fn the administrative and com- 
mand shrackute, Also during the aah year 
there has been a trend toward cresting a bel- 
tor balanced army througt:-an inezesse in the 
proportion of aupport units to infantry wnits, 
There are continued indications of a pessitle 
ahift in tactioal doctrine to meet problema of 
modem inllitary operations, For exampia, 
sontinuing soe and some chemical war- 
fave exerciges emphasize individual and unit 
protective toansures similar ta those of the 
Soviet army, and there appears to be increas 
Ing oniphasts on mobility and dispersion and 
asomewhst decreased eraphasis on the offen- 
sive dockring of maze attack, It is wnilkely 





thas there id any significant degree of opera - 


tlonad Integration or coordination between the 
Soviet and Chinese ground commend emceps 
im the logistical fields, where it fs required 
because of Communist China's continued 
Paige iad bes soviet Tiriion. for anaen of 


Ba, In January 1038, sboub &5 percent of 
Communist China's ground force strangti; wae 
in Kores and Manohuria, 23 percant In the 
wren bounded by Shangial, Hankow, Canton, 
and the epast, and about 17 percent in the 
north Chins plain era, ‘The remainder pro- 
vided eoestal defenea in the areas north of 
Shanghai and south of Canton or was disposed 
in the oentral, western and northwestern 
arena as internal aud berder security forces. 


. ‘This general deployment represented litte 


change trom that of the previous year. {See 
ap.) 


Bg, Howevet, in February the Chinese Com 
munists amassed they intention to with 
draw al) their forces from Worth Rores by the 
end of 1988. Tove artiiet bave already bean 
withdrawn, and if aypeara probable thet tha 
reroaining forces, which inthide flares armies 
and total about 206,000 imen, will ba with- 
drawn in 1983 a8 annomwed. A survey of — 
present troop dispositions indinates south and 
catizal Ching as feasible locations for at least 
part of the foress withdrawn. Strategic con 
siderations suggest ihe probable retention of 
® significant part of the force in north snd 
northeast China, However, there bs no firm 
evidence wa to where withdrawing forces will 
aebually be stetioned. Although inunediste 
Communist defensive capabilities in Korea are 
weakened by the withdrawal of Chinsse Cont 
muniat troops, the apeed with whieh, forces in 
Keres could be reintorced tram Ghine leaves 
the relative capabilities of UN and Communist 
forces in Korea casentially unchanged. - - 

B4, Tiers has been a considerable turnover 
af ground fdnoe personnel ay older and phys 
jeally anit men have been replaced by con 
soripts, The miflllary Serve Law of 1956 
provides for a three-year ter of servies under 
the niilitary cemseription system and the 
eglabtishment of a reece. The ground force 
enlisted personel, with the exception of a 
nucleus of someonmmissionst officers, now 
conidets of celected conseripte, wha ave trained 
in moderd warfare with modern weapons. 
The training eycle beging with basis tradndog 
in the spring and appeais ba pragtiress to regi- 

tmentel and divisional sise manscvers by the 
following winter, Tha service eshool system 
fer officers and non-comulssloned officers age 
pears bo be concentrating on retraining in the 
vafinertents of modem warfare. Higher-level 
staff colleges are also in operation and both 
justier arid senior difieeta may be detailed to 
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‘ appropriate military schools in. tha Soviet 
Union. The reserve ineludes conscripts who 

have completed thelr tallitery service, grad- 

uakes of reser training program in the high 

schools and ondversiites, and officers released 

r from activa ditty. Alter 1058, the reserve will 
: contain, ab all timex shout two sedlion, men 
who have hed active military service wilhin 

os tee previous tines pears, The Chinese Come 
mursts ae probally copable of effectively 

a4 and rapidly mobilizing this reserve for aotive 


ot tokeiepect, ead puble cays 


&. Ate Forces 


BS. Communist China's air arnt is baavily de- 
pendent upon the Soviet Union ger planes, 
egiiipment, suppliss and training. Conse- 
quently, iia fagticul doctrines and command 
and Ingistit relation closely resemble those of 
iia Boviet Union. The alr force and thie naval 
alr fovea conslitute a resannably developed. 
amt improving mir arm. Thele persornel are 
young and vigurois. Morne is high, The air 
forces are organized Inio bomber, Sghter, ab- 
tack, and tranzpert units which could operate 
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trent many peinte on Communist China's 
periphery. The Chinese Communists now 
have 104 aletields suitable for fet operations 
and 255 oGher baaes, They have developed 4 
tecumnalzemne capabiiiby, ab leash fis tee plo 
togeaphic field. In equipment, training, and 
deployment, the alr foress are oriented toward 
defensive and tactical operaiions, 


BS, The Chinese Communist air defense 
contentrated iu arese containing major milf 
inry id indestrinl tarpels, with the Shatg- 
hat area the snout heavily defended, They 
have a radar syztem with a central contend, 
whith covers thie etitire coast aa well ay These 
‘apex centers. This system provides a fair 
to pond capability to detect penetration at 
coastal and major target areas, except ly ai 
craft at low altitudes: hewevyer there are still 
aan areas iat. adequately soverad by GCL. 
Ady infevenption capability is hampared hy a 
chorbage of adequate GOT redare, by a serlous 
ahortage of aivboria intercept equipment, by 
inadequate pilot experience in right and all- 
weather flying, and by only fair but improe 
ing atindards in. ground controlled intercep~ 
tion procedures, (See mag) 


BY. ‘The alr arm is gradually increasing I 
ame antl converting rapidly to jet aircratt, 
Rurlng the past year, the total number of alr 
cred inoranssd by 475 and the naniver of jets 
inoreaied by §40, Piston fighters will proha- 
biy be phased out entirely ty the ened of 1958 
Bnd we detimate tiab by 162 the Chinese: 
Communiste will have about 2,509 jet ghtars. 
By mit-1909 piston light betibers will prob- 
ably be completely replaged. The piston me- 
éfum. bombers will prokebly Incrense to shout 
60 by 1981, and by 1068 the Chinese Comumu- 
nists may have a few jet medium borers. 
Communist Chine alr intevespticn capa. 
bility will improve during Phe next five years 
as the programe are carted aut to impnive 
communications, to acquire additional high 
alttiude GCI, and to develop further their all 
weather intettepton capabilities, Hewever, 
the effectiveness af Comunuriist China’a alr de- 
femsew could still be sulshantlally reduced by 
well Planned and coordinated multigie at- 
tacks, and by elentvomie countermeasures, 
Alr force ability te sepport ground operations 
ls Dele unhatced fitotigh operational train 
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ing, Operational effectiveness of the bomber 
Jores is reduned by such factors as eleotronie 
equipment of Limited capability, which under 
other than visual or ideal radar conditions 
aitecta bombing aceuracy, ard by the lack of 
combab experiorice. 
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C. Meavy 
BG. The principal strength of the Chinese 
Communist Mawy congleta of four destroyers 
and id. submarines All of these vessels, with 
sg éxception of threes submarines assembled 
in Ching, were treneferred from the soviet 
wavy during 1954-1055, Large-scale exer- 
cises, including anti-submarine and probably 
amphibious operations, have been held in the 
Yellow Sea, During 1989, auntie of the flest 
were af sea more often and for longer periods 
of time than previourly, indicating @ prohabte 
inéteasa in operating elfeclivensse, Rocket 
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installations on lauding oralt have Deen cun- 
fitmed, ave Ehere fe evidence thab trafning in 
atereie, biclogioal aad vhensical warlare hos 
been initiated. 

BO, Communist Ching les began a signttl- 
cant shipbuilding program with largescale 
tenittiital #esistance from the Soviet Union, 
At first, component sections prefabrlested 
in the Soviet Union were assembled in Chi- 
hese shipyards: however, increasing num 
bers. of component parks are being produced 
in Ching, including propulsion equipment, 
steel plates, and electronic gear. Five classes 
of new ship constrisction, all based on basic 
Soviet designe, have been identified. By 
tor the Jargest and most Important of these 
ships ave the WW" class submarines (83) and 
the “Tiga” alas eacort vessels (DE), Othor 
identified tew eansiruction includes “Rron- 
stack’) class submarine shakers (FC}, Td 
class feet minesweerers (MOSH), and “2-0 


olage motor torpedo boats (PT). Nearly all 

of Ehia new constraction is concentrated in 

the Shanshal shipbuilding complex. ‘The only 

Imown naval ahipbuilding outside of the 

Shanghai area is submecke chaser congiruc« 

Hen at Whranipoa and possible PY boast can 

struction ab Wuelung om the Zenglva River 

and Whampoa, In addition, the Chinese ship- 

yariie are rapidiy increasing the numbers aad. 

size of merchant ships wider cinstniciion. 

Oticervandimen $6000 tbichades BAM caved pith 

Hnttravens 4 

SAR 16 

Patral alg Unelading 110 PTs, DE, 
aid 2a PC 

Rite wartare a 

Amphibians Be 

‘Fox naval ale strarigth see Doble V, 
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